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Media representatives and others 
seeking general information 
about the company should con- 
tact Mr. Clifford W. Snyder at 
(201) 455-7116. 


Security analysts, portfolio man- 
agers, and other investors seek- 
ing financial information about 
the company should contact Mr. 
Andrew C. Halvorsen at (201) 
267-5500. 


Copies of the company’s 10-K 
report to SEC and the separate 
annual report of the BENICO In- 
surance Group are available 
upon request from Mr. Kenneth 
J. Kircher, Beneficial Corporation, 
PO. Box 911, Wilmington, 
Delaware 19899. 


Beneficial Corporation common 
stock trades on the New York 
Stock Exchange under the ticker 
symbol “BNL.” 


The Annual Meeting of the 
shareholders of Beneficial Cor- 
poration will be held on Wednes- 
day, April 30, 1980 at 11 a.m. in 
the company’s headquarters, 
Beneficial Building, 1300 Market 
Street, Wilmington, Delaware. 
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Beneficial Corporation 


Highlights 
% Increase 
(Decrease) 
1979 1978 
over over 
(in millions) Years ended December 31 1979 1978 1977 1978 1977 
Consolidated 
Net Income Sea tOlet 2) 90.3 So wooer, 2.8% 14.7% 
Earnings Per Common Share 4.24 4.19 3.64 52 econ 
Dividends Per Common Share 1205 1,70 1.60 14.7 6.2 
Finance Division 
Revenue 982.9 7695 640.4 217 e202 
Net Income 99.6 101.5 86.4 (79) Werte 5 
Finance Receivables Less Unearned Finance Charges* 4,264.0 3,015.4 2,020.2 41.4 19.4 
Number of Offices* 2,399 1,939 1,890 eo 2.6 
Number of Accounts* cA 3.0 2.0 20.30 6 20,0 
Average Account Balance* $ 1,154 oe 1.013 ® 1,031 13.9 (lar) 
Reserve for Credit Losses as % of Finance Receivables* 4.78% 4.90% 5.00% 
Savings and Loan Division 
Revenue $ 154.4 3 133.1 So 1 15:9 16.0. 14.8 
Net Income 13.8 10.8 8.2 20-0 a let 
Equity of Beneficial in Net Income plus Purchase 
Accounting Adjustments 126 Zao — 404.0 — 
Merchandising Division 
Net Sales and Other Revenue Aga 76:9 ba tee) legs he) sie) (5.3) 
Net Income 3.5 4.3 7.8 (18.6) (44.9) 


*At end of year. 


To Our Shareholders 


For Beneficial Corporation 1979 
was a reasonably good year, but 
disappointing relative to early ex- 
pectations. Net income rose toa 
record $101.1 million, a 2.8% in- 
crease over 1978. Earnings per 
share increased 1.2% to $4.24 
from $4.19 in 1978. In June the 
quarterly common stock divi- 
dend was raised 5¢ to $0.50 per 
share, increasing the annual divi- 
dend rate to $2.00 per share 
from $1.80, and representing the 
fourth increase in the dividend in 
the past three years. 


Receivable growth continued ex- 
ceptionally strong, as a gain of 
$1.25 billion (41%) was recorded 
over year-end 1978. Account 
growth was also significant, as 
the number of open accounts in- 
creased 0.7 million, or 23%, to 
3.7 million at year-end. Included 
inthese 1979 figures are $479 
million in receivables and 
344,000 accounts to be retained 
from the previously announced 
acquisitions of Capital Financial 
Services Inc. and Southwestern 
Investment Company at year- 
end. Finance receivables are 
now in excess of $4.26 billion, re- 
flecting an exceptional gain of 
more than $2.1 billion (a doubl- 
ing of the portfolio) over the past 
three years. 


However, Beneficial’s earnings 
comparisons turned negative in 
the second half, markedly so in 
the fourth quarter, as Western 
Auto Supply Company gener- 
ated significant losses and Con- 
sumer Finance operations were 
impacted by the combination of 
rapidly increasing borrowing 
costs, moderately increased de- 
linquency and chargeoffs, and 
continued heavy account acqui- 
sition expenses. Also, fourth 
quarter Insurance earnings suf- 
fered from adverse underwriting 
results in international reinsur- 
ance activities. 


For the year, Consumer Finance 
earnings fell 15% to $53.4 million 
from $62.8 million in 1978. How- 
ever, Insurance earnings in- 


creased strongly to $50.4 million, 


a 22% gain. Therefore, total Fi- 
nance Division profits decreased 
2%, Last year’s results again 
illustrated the close interrela- 
tionship between Consumer 
Finance and Insurance opera- 
tions, and specifically, the 
valuable increment to basic 
Consumer Finance profitability 
that Insurance operations pro- 
vide. Clearly, this increment was 
particularly important during a 
year when U.S. interest rates 
rose to unprecedented levels. 


Our savings and loan subsidiary, 
First Texas Financial Corpo- 
ration, contributed an excellent 
$12.6 million addition to corpo- 
rate profits, despite the fact that 


its lending spreads were also 
narrowed by rising interest rates 
and an unrealistic statutory mort- 
gage interest rate ceiling. 


With the notable exception of 
Spiegel, Merchandising Division 
results were dismal in 1979, as 
Western Auto and Midland both 
produced net losses. Reflecting 
these deficits, Merchandising 
Division net income fell to $3.5 
million from $4.3 million in 1978. 


Western continued to struggle in 
its efforts to establish a clear 
merchandising niche and iden- 
tity for its company-owned, retail 
store network. While earnings of 
Western's wholesale operation 
improved, the retail stores’ op- 
erating losses and $5.8 million in 
net, after-tax writeoffs largely in- 
curred in closing retail stores 
threw the company into a net 
loss position. 


On December 31, 1979 own- 
ership of Western Auto's finance 
subsidiary, Western Acceptance 
Company, was transferred to 
Beneficial Corporation by 
means of an intercorporate divi- 
dend. Western Acceptance, 
which finances receivables gen- 
erated by Western Auto's con- 


Earnings Per Share 
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sumer sales, is a profitable 
company that has equity of ap- 
proximately $68 million support- 
ing consumer receivables of 
$166 million. This move both 
simplifies Western Auto's finan- 
cial and operating structure and 
reduces Beneficial’s investment 
inWestern by $68 million. 


Midland International suffered 
another net loss in 1979 as de- 
mand for its key import—citizens 
band radios—continued to 
shrink. Midland is in a process of 
contraction as it lowers its over- 


Balance of Principal of 
Finance Receivables 
(in billions, at year-end) 


head expense commensurate 
with the remaining level of de- 
mand for its product lines. To aid 
inthis process, ownership of 
Midland has been transferred to 
Western Auto, where it will op- 
erate as a subsidiary, rather than 
maintaining a separate corpo- 
rate infrastructure. 


Net of the restructuring moves at 
year-end, Beneficial currently 
has an equity investment of more 
than $185 million in these two 
troubled companies, now com- 
bined in Western Auto. To again 
strike a theme stressed in last 
year’s Annual Report, we em- 
phasize to our shareholders that 
we are fully aware of the magni- 
tude of this problem. Every effort 
is being made to improve both 
the immediate profitability and 
the long-term fundamental 
health of these companies. Un- 
fortunately, merchandising turn- 
arounds are often a slow, painful 
process, and this is clearly no ex- 
ception. It is our firmly committed 
goal to solve this problem as 
quickly as possible. 


Onamore positive note, Spiegel, 
the other significant component 
of the Merchandising Division, 
had a good year in 1979. Net 
earnings increased 35% to $8.1 
million as the company’s mer- 
chandising results showed very 
substantial improvement. 


Spiegel has identified a retailing 
strategy and market position for 
itself, and is successfully imple- 
menting its development towards 
those goals. While Spiegel con- 
tinues to earn a less than satis- 
factory return on equity, the 
company definitely appears to 
be making significant progress. 


Clearly, retailing activities are 
peripheral to Beneficial’s basic 
business—the providing of con- 
sumer financial services to a sig- 
nificantly expanding worldwide 
customer base. We have estab- 
lished our identity and strategy 
as a consumer finance company 
in the broadest sense of the 
word. Both in the United States 
and overseas, our marketing 
focus centers on the middle 
class consumer. As such, our 
competition is primarily commer- 
cial banks, credit unions and sav- 
ings and loan institutions, as well 
as other finance companies. 


Beneficial completed the acqui- 
sition of two significant financial 
services companies late in De- 
cember. Capital Financial Ser- 
vices Inc., aconsumer finance 
subsidiary of The Continental 
Corporation, was acquired for 
$110 million in notes (due 1985 
through 1989) and South- 
western Investment Company 
(SIC), an insurance and con- 
sumer finance holding company, 
was purchased from Beatrice 
Foods Co. for $73 million in 


cash. In accordance with a con- 
sent decree between the Justice 
Department and Beneficial we 
have agreed to divest 136 con- 
sumer finance offices holding 
approximately $175 million in re- 
ceivables at year-end from these 
two companies. An agreement in 
principle has been reached to 
sell these offices and their re- 
ceivables to BarclaysAmerican- 
Corporation of Charlotte, North 
Carolina. The purchase price for 
the transaction, which is subject 
to regulatory approvals, will de- 
pend on the exact amount of re- 
ceivables held by the offices on 
the date the transaction is 
closed. If the sale had been com- 
pleted on December 31, 1979 the 
cash purchase price would have 
been approximately $188 million. 


Net of the divestitures these ac- 
quisitions bring to the Beneficial 
family 320 finance offices with 

over $479 million in receivables 


Net Income 

(in millions) 
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along with two profitable insur- 
ance companies. While these 
acquisitions are anticipated to 
have only an immaterial effect on 
corporate earnings initially, we 
are optimistic about the in- 
cremental profits to be earned, 
both through internal devel- 
opment and operating econo- 
mies, over the long term. 


The combination of these acqui- 
sitions and our exceptional re- 
ceivable growth in recent years 
have increased balance sheet 
leverage beyond our historical 
levels. Management acknowl- 
edges the concern expressed by 
some outside observers about 
the increase in our debt ratios. 
However, we feel strongly that 
such concerns are misplaced. 


Traditional leverage parameters 
that perhaps were relevant to 
Beneficial years ago are cer- 
tainly not applicable to the 
Beneficial of 1980—a broadly di- 
versified, giant, worldwide finan- 
cial services complex whose 
marketing thrust is deeply en- 
trenched in middle-class Amer- 
ica. We believe that insufficient 
attention has been given to the 
diversification of our assets, the 
exceptional liquidity of our port- 
folio, the relatively long average 
maturity of our sources of funds, 


the significant predictability of 
our losses and the large size of 
our reserves. To be sure, in the 
face of an increasing melded 
cost of funds, the only possible 
responses are maximization of 
operating efficiency and prudent 
expansion of financial leverage. 


In that regard, improvement of 
expense control and restricted 
receivable expansion will be pri- 
mary goals for 1980 operations 
in whatis likely to be an environ- 
ment of much slower consumer 
credit growth in the United 
States. The Consumer Finance 
Group's limited growth efforts will 
center entirely on second mort- 
gage loans, which generate 
maximum immediate profitability. 
The current year will provide us 
with an opportunity to digest and 
consolidate our exceptional 
recent expansion, improving 
expense ratios in so doing. 


Unfortunately, as was the case in 
the second half of 1978, Con- 
sumer Finance lending spreads 
continue under significant pres- 
sure because of sharp increases 
in our melded cost of borrowed 
funds. At year-end, the average 
cost of all debt, including the ef- 
fect of bank compensating bal- 
ances, was 9.70%, up from 
8.23% at the end of 1978. Also, 
moderately increased delin- 
quency and net chargeoff per- 
centages are likely to impact 
1980 Consumer Finance results. 
Thus, while Insurance is likely to 
record another strong earnings 
comparison, total Finance Divi- 
sion earnings may rise only mod- 
estly this year. Similarly, First 
Texas’ lending spreads are being 
squeezed by money market 
conditions. With a lower contri- 
bution of real estate joint venture 
earnings anticipated in 1980, the 
First Texas contribution to Berie- 
ficial’s earnings is expected to be 
less than in 1979. Merchandising 
Division results should be im- 
proved, as Western Auto returns 
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to at least modest profitability. 
However, reflecting our recent 
private placement of $125 million 
in 9/,% preferred stock, the bur- 
den of preferred dividends will be 
sharply higher in 1980. Accord- 
ingly, management's current ex- 
pectation is that consolidated 
earnings per share may decline 
modestly in 1980. The pattern of 
quarterly earnings Is anticipated 
to be quite uneven, with sharply 
down earnings in both the first 
and second quarters followed by 
likely strengthening comparisons 
in the third, and particularly the 
fourth, quarters. These estimates 
are based on the assumption 
that 1980 will be marked by only 
a moderate, fairly short reces- 
sion, with some signs of recovery 
evident by the fourth quarter. 
Correspondingly, interest rates 
are expected to decline much 
less sharply than in prior eco- 
nomic contractions (commercial 
paper rates may fall about 200- 
300 basis points during the 
year). These assumptions, par- 
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ticularly the expectation of some 
decline in interest rates, are cen- 
tral to the above forecast. 


While all earnings forecasts are 
necessarily imprecise, and par- 
ticularly so at turning points for 
the national economy, the fore- 
going represents management's 
current best estimate of 1980 re- 
sults. In light of the difficult com- 
parisons anticipated, particularly 
early in the year, we feel an obli- 
gation to share these thoughts 
with our shareholders. 


In summation, we view 1980 as a 
year of consolidation and diges- 
tion of our recent acquisitions 
and exceptional internal growth. 
While the year’s earnings com- 
parison may be disappointing, 
we expect to emerge in a leaner, 
stronger operating position—in 
excellent condition to capitalize 
on the continuing outstand- 

ing prospects for Beneficial 
Corporation in the decade of 
the 1980's. 


} ~<l 
Robert A. Tucker 


Office of the President 
Chief Financial Officer 


February 29, 1980 


Earnings Summary 


Beneficial Corporation's net in- 
come reached an all-time high in 
1979, increasing 2.8% to $101.1 
million from $98.3 million in 
1978. Earnings per share rose 


1.2% to $4.24 from $4.19 in 1978, 


but were below the 1976 record 
of $4.52 because of a greater 
number of shares outstanding 
now. It should be noted that, be- 
ginning in 1979, Beneficial dis- 
closes only one earnings per 
share number (corresponding to 
historical primary earnings), 
since potential dilution from pre- 
ferred stock conversions is now 
less than 3%. 


Beneficial modified its reporting 
method for consolidated earn- 
ings during 1979. Interest ex- 
pense related to investments in 
subsidiaries that are not part of 
the Finance Division has been 
removed from interest expense 
and Is shown, net of taxes, as a 
separate item. Similarly, interest 
expense related to investments 
in the Insurance Group has been 
removed from interest expense 
of Consumer Finance (although 


it is included in the Finance Divi- 
sion’s income statement.) While 
these changes have no effect on 
consolidated net income, man- 
agement is confident that they 
result in a more meaningful mea- 
sure of Consumer Finance and 
Finance Division profitability. 
Prior years’ results have been 
restated accordingly. 


During 1979 the charge for cor- 
porate interest expense related 
to investments in non-consoli- 
dated subsidiaries (the Mer- 
chandising and Savings and 
Loan Divisions) was $14.6 million 
after-tax, compared to $10.0 mil- 
lion in 1978. 


Summary discussion of divi- 
sional earnings results follows. 


Finance Division 

After recording compound an- 
nual growth of nearly 20% per 
year over the 1974-1978 period, 
Finance Division earnings de- 
creased 2% in 1979. 


Finance Division Earnings 


(in millions) 
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% Increase 


(in millions) 1979 1978 (Decrease) 
Revenue 

Consumer Finance @) $720.8 $589.1 22% 
Insurance Group ® 262.1 180.4 45 
Finance Division $982.9 $769.5 28 
Net Income 

Consumer Finance $ 53.4 $ 62.8 (15) 
Insurance Group 50.4 AWS ee 
Interest Expense ©) (4.2) (2.6) 61 
Finance Division $ 99.6 $101.5 (2) 


(a) Excludes intersegment revenue. 
(b) Interest expense, after income taxes, related to investment in the 
Insurance Group. 


in 1978. Additions to the loan loss 
reserve to provide for growth in 
the portfolio had a particularly 
depressing effect. This factor, 
coupled with an increase in the 
net chargeoff percentage of av- 
erage receivables to 1.87% from 
1.57% in 1978, caused the provi- 
sion for credit losses to increase 
44% to $102.4 million from $70.9 


The Insurance Group’s 22% 
earnings gain partially offset 
Consumer Finance's 15% de- 
cline. Consumer Finance lend- 
ing spreads were squeezed by 
sharp increases in the cost of 
borrowed funds, both short and 
long-term. Also, because of the 
year’s exceedingly strong re- 
ceivable growth, heavy account 
acquisition costs reduced profit- 
ability again in 1979, as they had 


million in 1978. Generally, the 
credit quality of the portfolio 
weakened modestly in the sec- 
ond half, so that increased delin- 
quency had some drag effect on 
revenue growth, particularly in 
the fourth quarter. 


Insurance earnings benefited 
from excellent growth in domes- 
tic underwriting profits and a fine 
36% gain in investment income. 
International insurance earnings 
declined, reflecting underwriting 
problems encountered in the 
fourth quarter. Also, international 
results were burdened by a $1.8 
million after-tax adverse swing in 
foreign exchange translation. 


On a consolidated basis, the Fi- 
nance Division enjoyed a net, 
after-tax profit of $1.0 million on 
foreign exchange, compared to 
the loss of $2.8 million recorded 
in 1978. 


Savings & Loan Division 
Beneficial completed the acqui- 
sition of First Texas Financial 
Corporation on April 6, 1979. 
First Texas, like virtually all other 
savings and loan companies, ex- 
perienced marked pressure on 
lending spreads in 1979 because 
of money market conditions. In 
addition, an unreasonable statu- 
tory mortgage interest rate ceil- 
ing prevailed in Texas for most of 
the year, and even when altered 
in September, failed to provide 


significant relief. Nevertheless, 
aided by strong real estate joint 
venture income and gains on the 
sale of previously-foreclosed real 
estate, First Texas recorded an 
increase in earnings to $13.8 mil- 
lion in 1979 from $10.8 million in 
1978. Reflecting Beneficial’s 
fractional ownership of First 
Texas during 1978 and early 
1979, as well as required pur- 
chase accounting adjustments, 
First Texas contributed $12.6 mil- 
lion to Beneficial’s earnings in 
1979, up from a contribution of 
only $2.5 million in 1978. 


Merchandising Division 
Although Spiegel produced 
good operating comparisons, 
Merchandising Division results 
were again quite disappointing in 
1979 because of net losses re- 
corded at both Western Auto 
and Midland. 


Number of 

New Borrower Loans 

(in thousands) 
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% Increase 
(in millions) 1979 1978 | (Decrease) 
Net Sales and Other Revenue 
Spiegel $426.8 $370.7 15% 
Western Auto 698.1 683.1 2 
Midland 52.0 62.1 (16) 
Merchandising Division SI 170.9 1 $1115.29 ee 
Net Income (Loss) 
Spiegel $8.1 $6.0 35 
Western Auto C125) 3.0 (150) 
Midland (S.1) <i Ae 
Merchandising Division biGue: $4.3 (19) 
Spiegel enjoyed a 35% gain in 
net income despite a 44% in- 
crease in interest expense be- Number of Accounts 


cause of significantly improved __| (in millions, at year-end) 
merchandising results. Western 


Auto's results were reduced by al 


writeoffs taken in both the third 
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and fourth quarters. In the third 
quarter, Western provided $4.3 
million after-tax for the closing of 
116 company-owned stores that 
had been generating substantial 
losses. In the fourth quarter 
Western took a $1.5 million after- 
tax charge to provide for write- 
downs of retail installment receiv- 
ables. Midland recorded another 
net loss in 1979 because of the 
continuing erosion in demand 
for CB radios. 


Financing 


Beneficial Corporation raised 
over $1.1 billion in the long-term 
capital markets in 1979, by far 
the company’s most active fi- 
nancing year. This impressive 
total was necessitated by the 
combination of the company’s 
outstanding internal receivable 
growth, acquisitions, and over 
$195 million in long-term debt 
maturities during the year. 


Illustrating the strength of Benefi- 
cial Corporation and the breadth 
of its access to the capital mar- 
kets, $700 million of this total was 
sold in the public market. In Feb- 
ruary, $150 million of 9.40% in- 
termediate term debentures 
were sold to mature in 1985. An 
innovative $200 million “floating- 
rate” issue was sold in May. Ini- 
tially priced to yield 11.50%, 
these notes carry a variable in- 
terest rate (to be adjusted at six 
month intervals) of 50 basis 
points above the interest yield 
equivalent of six month U.S. 
Treasury bills. Maturing in 1987, 
these securities are convertible 
(at the holder's option) in 1986 or 
before into 8.625% fixed rate de- 
bentures due in 2004. Also, for 
the first time Beneficial utilized 
the Eurodollar market as a fund- 
ing source in 1979, asa $100 
million issue of 9°/,% notes due in 
1987 was placed in July. Finally, 
Beneficial sold the largest bond 
issue in its history in December, 
when $250 million of 11.50% de- 


bentures were sold. These secu- 
rities mature at the option of 

the holder in 1984. However, if 
the holder does not tender the 
bonds at that time, they automat- 
ically convert into 9% bonds due 
in 2005. 


Beneficial was also active in pri- 
vate placements in 1979, as sev- 
eral smaller issues were placed 
both domestically and overseas. 
Most noteworthy of the private 
placements was the sale in No- 
vember of $125 million in 94, % 
serial preferred stock. Placed 
mainly with large insurance 
companies, the issue Is subject 
to a sinking fund which will retire 
the issue in minimum annual in- 
stallments beginning in 1985 and 
ending with the final maturity in 
1999, giving the issue an average 
anticipated life of 13 years. While 
certainly an “expensive” form of 
financing, given the fact that divi- 
dends are not tax deductible, the 
issue was Considered prudent to 
strengthen Beneficial’s equity 
base in the face of the recent 
years’ significant receivables ex- 
pansion. Part of this issue was 
subject to delayed takedown in 


Interest Expense— 
Effective Rate 

Sect ee ee 
N = © (ep) ae) [e>) 
toy ee fee) ey eo) 
eS. iS io Ia) USS? ise 


early 1980, so that our year-end 
balance sheet shows only $103 
million of this issue outstanding. 


The acquisition of Capital Finan- 
cial Services Inc. from The Conti- 
nental Corporation was directly 
financed through an addition to 
long-term debt, since Continen- 
tal took $110 million in notes from 
Beneficial in payment. These 
notes , which will amortize in equal 
payments in the sixth through 
tenth years, carry a variable in- 
terest rate of 1.0% over bank 
prime, subject to a cap of 12% 
and a floor of 10%. 


Unfortunately, long-term interest 
rates rose to record levels in 
1979. Thus, the substantial addi- 
tions to long-term debt during 
the year, as well as the rollover of 
maturing issues raised the em- 
bedded cost on Beneficial’s total 
long-term borrowings to 8.44% 
at December 31, 1979 from 


Melded Average Borrowing Cost 


7.56% at the end of 1978. In- 
cluded in the 1979 figure is the 
total long-term debt of Capital 
Financial Services Inc. and 
Southwestern Investment Com- 
pany, which were consolidated 
just before year-end. 


Continuing the trend that has 
been apparent since late 1977, 
short-term interest rates contin- 
ued to rise during 1979, reaching 
unprecedented levels late in the 
year. Reflecting this influence, 
Beneficial’s weighted average 
short-term borrowing cost in the 
U.S. by quarter (beginning with 
the first quarter) was as follows: 
10.80%, 10.81%, 10.99%, and 
14.23%. 


Accordingly, the melded average 
rate of interest expense on all 
borrowings, worldwide, includ- 
ing the effect of bank compen- 
sating balances, rose to 8.89% in 
1979 from 7.93% in 1978. The 
quarterly breakdown ran as pre- 
sented in the following table. 


1978 


1979 
1st quarter 8.40% 7.86% 
2nd quarter 8.46 7.90 
3rd quarter 8.88 LIS 
4th quarter 9.66 7.97 
Full year 8.89% 7.93% 
Weighted average interest rates on debt outstanding 
at year-end were as follows: 

1979 1978 
Demand master note 12,/29% 10.25% 
Banks 14.64 TOF 2 
Commercial paper V8:23 10.33 
Long-term debt 8.44 7.56 


Despite Beneficial’s particularly 
active long-term financing dur- 
ing 1979, short-term debt rose as 
a percentage of total borrowings 
because of the year’s excep- 
tional capital requirements. The 
consolidation of Capital and SIC 
served to inflate the short-term 
debt ratio modestly, as well. Over 
time, management would expect 
that this ratio would trend down 
again towards the company’s 
historical levels of roughly 
15%-20%, since it continues to 
be corporate strategy to finance 
growth through long-term debt 
to the greatest extent possible. 
Beneficial Corporation and Con- 
solidated Subsidiaries’ borrow- 
ings at the past two year-ends 
were as follows: 


Despite the commitment to fund 
the greatest percentage of 
growth in the long-term market, 
the sheer size of Beneficial’s 
present portfolio demands in- 
creasing absolute amounts of 
short-term debt as well. Accord- 
ingly, the company has em- 
barked on a program to increase 
available bank lines of credit from 
approximately $400 million to 
approximately $800 million. In so 
doing, compensating balance 
agreements are also being 
changed. In the past, bank rela- 
tionships had called for 10% of 
the line or 20% of the amount 
borrowed, whichever is greater. 
Effective in 1980, arrangements 
with all banks call for a 7% com- 
pensating balance on half the 


1979 1978 
% of % of 
(amounis in millions) Amount Total Amount Total 
Short-Term Debt: 
Banks $ 347.7 8.1% 1 $ 199.9 7.3% 
Commercial Paper 862.2 135 279.0 12 
Employee Thrift 
Accounts 47.6 ea 41.1 18 
Total SSUES para $ 520.0 19.0 
Long-Term Debt: 
Due within 
One Year $ 170.8 3.9 $ 195.5 Te 
Other 3, 1Da,9 T3A: 2,014.5 Toe 
Total Sree VES 2,210.0 81.0 
Total Debt 4,302.2 100.0 $2,730.0 100.0 


line and a0.50% per annum 
commitment fee on the other half 
of the line, paid quarterly in ar- 
rears, with no additional bal- 
ances for line borrowings. This 
change will reduce the effective 
cost of bank borrowings for the 
company. 


In order to minimize exposure to 
changes in foreign currency 
values versus the dollar (specifi- 


Dividends Paid 
(per common share) 


Ken ten. ssn te. ey 1 
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cally their income statement im- 
pact), Beneficial attempts to fund 
its overseas operations in local 
currencies to the greatest extent 
possible. Accordingly, during 
1979 substantial borrowings 
were taken down in Canadian, 
Australian and New Zealand dol- 
lars, British pounds, West Ger- 
man marks, and Japanese yen. 
As a result of this policy, Benefi- 
Cial’s net asset exposure in for- 
eign currencies has been 
reduced to negligible levels, de- 
spite the substantial scope of for- 
eign operations. Currently, the 
largest exposures are in Austra- 
lian dollars (approximately $23 
million), German marks ($14 mil- 
lion), and British pounds ($11 mil- 
lion). Canadian foreign currency 
exposure has been essentially 
eliminated. It is anticipated that 
Australian exposure will also be 
largely eliminated by year-end. 


Beneficial Corporation sells 
commercial paper directly to in- 
stitutional and other sophis- 
ticated investors. While notes are 
sold for terms of 15 to 270 days, 
the average maturity of commer- 
Cial paper borrowings generally 
runs approximately 20-30 days. 
Moody's Investors Service, Stan- 
dard & Poor’s Corporation and 
Fitch Investors Service assign 
their highest ratings of P-1, A-1, 
and F-1, respectively, to Benefi- 
cial’s commercial paper. 


The company’s debentures are 
rated Aa by Moody's and AA by 
Standard & Poor's. 


About The Company 


Beneficial Corporation is one of 
the fastest growing diversified 
financial services companies in 
the world. Including the assets of 
our wholly-owned subsidiaries 
Beneficial is an $8 billion com- 
pany, providing consumer finan- 
cial services in the United States, 
Canada, Australia, the United 
Kingdom, West Germany, Japan 
and New Zealand. 


Consumer finance is the corner- 
stone of our business, and the 
source of our market franchise. 
Through nearly 2,400 offices the 
Beneficial Finance system ex- 
tends virtually every type of 
consumer credit; unsecured per- 
sonal loans, second mortgages, 
first mortgages, credit card loans 
(including our own proprietary 
“Bencharge” card and also VISA 
and Master Charge), revolving 
credit (including check overdraft 
facilities) ,and sales finance. 


Beneficial Corporation is ac- 
tually a holding company for its 
various operating subsidiaries. 
Beneficial Management Corpo- 
ration, based in Morristown, New 
Jersey, is the key subsidiary that 
oversees the finance office net- 
work, providing supervision, 
audit, accounting, and other 
management services to the op- 
erating subsidiaries. 


Beneficial’s “product” is perhaps 
the most fungible and indistin- 
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Finn M. W. Caspersen, Chairman 
of the Board and Chief 
Executive Officer. 
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guishable of any—money. 
Accordingly, the strength of op- 
erating management is perhaps 
Beneficial’s key asset. This 
strength extends down through a 
carefully structured supervisory 
network into the individual loan 
offices. Regional supervisors are 
each responsible for a group of 
approximately ten branch of- 
fices. Each supervisor reports in 
turn to one of the twenty-one op- 
erating vice presidents respon- 
sible for the field departments. 
Each of the operating vice presi- 
dents, who are responsible for 
approximately 115 offices, is as- 
sisted in most cases by two as- 
sistant vice presidents, and 
individual personnel, marketing, 
and real estate Supervisors. 
Finally, the departments report to 
senior operating management at 
headquarters. 


Along with consumer finance, 
Beneficial is also a major source 
of insurance services for both 
consumers and corporations. 
Through the Beneficial Insur- 
ance Group (BENICO), Benefi- 


cial provides a wide variety of life, 


annuity, accident and health, 
and property and liability insur- 
ance coverages. The major 


thrust of BENICO’s business is 
consumer credit insurance, writ- 
ing loan-related coverages on 
both Beneficial loans and the 
loans of a rapidly expanding ros- 
ter of unaffiliated consumer 
lenders as well. Consumer credit 
insurance insures the balance of 
an individual's loan obligation. 
Credit life pays the loan in full 
should a borrower die, while 
credit accident & health makes 
the scheduled monthly pay- 
ments on the loan if the borrower 
is disabled and unable to work. 
Credit property insures the 
collateral securing the loan, of- 
fering the consumer the key ad- 
vantage of full replacement cost 
coverage, rather than the depre- 
ciated value coverage common 
to most homeowner policies. 
BENICO also participates in the 
domestic and international 
reinsurance markets insuring 
small portions of a wide variety of 
property and casualty and acci- 
dent and health risks. 


During 1979 Beneficial com- 
pleted the acquisition of First 
Texas Financial Corporation, the 
second largest savings and loan 
company in the state of Texas 
with assets in excess of $1.6 bil- 
lion. Through 61 offices First 
Texas offers a broad array of 


financial services, specializing 
in consumer savings and home 
mortgages of course, but also 
making unsecured consumer 
loans and offering related insur- 
ance products. In addition, First 
Texas conducts limited real es- 
tate development and construc- 
tion loan activities. 


Beneficial conducts a significant 
merchandising business through 
our retailing subsidiaries, 
Spiegel, Inc. and Western Auto 
Supply Company. Spiegel is one 
of the nation’s leading mail-order 
retailers—America’s fashionable 
department store in print. West- 
ern Auto is. a hard goods retailer, 
specializing in automotive sup- 
plies and service, lawn and gar- 
den supplies, and bicycles, as - 
well as other lines, offered 
through a dual distribution sys- 
tem of both company-owned 
and franchised stores. Midland 
International, our small subsidi- 
ary which imports citizens band 
radios and other electronic 
equipment from the Orient, has 
been combined with Western 
Auto. 


Beneficial also owns a small 
commercial bank. Peoples Bank 
& Trust Company of Wilmington, 


Delaware provides the key ad- 
vantage of issuing VISA and 
Master Charge cards, broad- 
ening the array of financial ser- 
vices that Beneficial offers. 


Contrary to the image of con- 
sumer finance companies in 
some circles, Beneficial is no 
longer a small loan lender of last 
resort, dealing only with con- 
sumers who cannot obtain credit 
elsewhere. Rather, Beneficial’s 
customer base, both in the 
United States and overseas, iS 
the rapidly-expanding middle 
Class, chiefly the burgeoning 
20-45 year old age group. As in- 
dicated by our nearly $1 billion in 
gross second mortgage out- 
standings, homeowners repre- 
sent a large proportion of our 
customers. The demographics 
of our borrowers are essentially 
equivalent to those who borrow 
at commercial banks. 


In short, Beneficial is an aggres- 
sive, dynamic company, whose 
marketing thrust is in the main- 
stream of the American con- 
sumer economy. As such, 
although the receivables portfo- 
lio has doubled in size within the 
past three years, our market- 
share Is still quite modest. 
Growth potential remains 
exciting. 
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Robert A. Tucker, Office of the 
President and Chief Financial 
Officer of Beneficial Corpo- 
ration, maintains close contacts 
with Beneficial’s investment 
bankers. Beneficial raised over 
$1.1 billion in the long-term capi- 
tal market in 1979. 


Consumer Finance Group 
1979 Highlights 


Revenue: $732.7 million, 22% 
over 1978. 


Net income: $53.4 million, 15% 
below 1978. 


Finance receivables (less un- 
earned finance charges) at 
year-end: $4.26 billion, 41% 
over 1978. 


| Total number of accounts at 


year-end: 3.7 million, 23% over 
1978. 


Number of loans made: 2.8 mil- 
lion, 17% over 1978. 


Amount of loans made: $3.27 
billion, 21% over 1978. 


Average size loan made: 
$1,177, 7% over 1978. 


Number of offices: 2,399, 24% 


| over 1978. 
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The Consumer Finance Group 
recorded another year of unpar- 
alleled receivables growth in 
1979. Excluding the acquisitions 
of Capital Financial Services Inc. 
and Southwestern Investment 
Company, net receivables in- 
creased a record $770 million 
(25%) during the year. Including 
the $479 million in receivables to 
be retained in the acquisitions of 
these companies, total receiv- 
ables (net of unearned finance 
charges) increased $1.25 billion 
to $4.26 billion at December 31, 
1979. Taken together, all acquisi- 
tions contributed $613 million to 
the year’s receivable gain while 
internal growth generated the 
$636 million remainder. Internal 
growth benefited from particu- 
larly strong gains in second 
mortgage outstandings. 


However, as discussed pre- 
viously, Consumer Finance net 
income fell to $53.4 million from 
$62.8 million in 1978, as margins 
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Robert M. Grohol (left), Senior 
Vice President—Operating, with 
Thomas E. Gerrity, Vice Presi- 
dent—Midwest Department. 
Supervisory executives travel ex- 
tensively to visit field operations. 


were squeezed by a sharp in- 
crease in the cost of borrowed 
funds, a moderate rise in delin- 
quency and net chargeoff per- 
centages, and heavy front-end 
loan loss provisions to provide 
for the year’s exceptional portfo- 
lio growth. Also, operating ex- 
penses were inflated by the 
costs of substantial increases in 
the customer base. 


Selected aspects of Consumer 
Finance Group (excluding Capi- 
tal & SIC) operations are re- 
viewed in the following sections. 


Second Mortgages 

Second mortgage and other real 
estate secured loans showed 
outstanding growth again in 
1979 and continue to be the larg- 
est contributor to Beneficial’s re- 
ceivables expansion. At year- 
end, second mortgages out- 
standing, net of unearned fi- 
nance charges, totaled $830.5 
million, up 70% from $488.1 mil- 


lion at December 31, 1978. In- 
cluded in these totals are modest 
amounts of first mortgages 
made by the Beneficial loan 
offices. 


During 1979, second mortgage 
loans made averaged $12,102, 
up from $10,427 in 1978. While 
the average contractual maturity 
is slightly over 13 years, historical 
experience has been that loans 
are generally paid off in 3-4 
years, aS people move or 
refinance. 


Beneficial’s typical second mort- 
gage loan is made to an estab- 
lished homeowner who has lived 
in his or her home for several 
years. Conservative appraisals 
are made by independent exam- 
iners, and loans generally do not 
exceed 75% of the owner's eq- 
uity as indicated by the outside 
appraiser's assessment of value. 
For this prototype consumer, 
who likely has a relatively low in- 
terest rate, by current standards, 
on his or her first mortgage loan, 
the taking of asecond mortgage 
from Beneficial as a source of 
cash offers significant savings as 
opposed to increasing and refi- 
nancing his or her entire first 
mortgage at the rates now 
prevalent. 


Second mortgage lending at- 
tracts high-quality, established 


customers to the Beneficial of- 
fices, customers who often also 
purchase related insurance 
products. As might be expected, 
chargeoffs and collection activity 
related to this type of lending are 
minimal. Accordingly, despite the 
somewhat lower rates of charge, 
second mortgage lending Is an 
extremely attractive and profit- 
able activity. 


Revolving Loan Programs 
Pre-approved, revolving loan 
programs whereby the customer 
essentially “writes his or her own 
loan” by means of regular bank 
checks that can be used to 
access an available line of credit 
continue to expand rapidly. A 
zero balance account is estab- 
lished and checks are issued by 
Beneficial'’s small commercial 
banking subsidiary, Peoples 
Bank & Trust Company of Wil- 
mington, Delaware. The resulting 
loans that the consumer takes 
down are immediately trans- 
ferred to the loan office initiating 
the transaction. 
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David J. Farris, Executive Vice 
President—Operating. 
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Richard A. Wagner is President 
and Chief Executive Officer of 
Beneficial Management Corpo- 
ration, the subsidiary which 
manages the loan office net- 
work. He is photographed on a 
visit to the Allentown, Pennsylva- 
nia office. 


Revolving loan programs have 
received regulatory approval and 
are operating in 24 states, as 
compared to 18 states at the end 
of 1978. Revolving loan net re- 


ceivables total $95.8 million, a 


96% increase from $48.8 million 
at December 31, 1978. In 22 
states Homeowner Checking 
plans are available, whereby a 


| consumer accesses a line of 
credit secured by a second mort- 


gage on his or her home. 


Revolving loan programs offer 
the consumer a quick, easy, 
convenient way to obtain credit, 
avoiding the necessity of coming 
in to the loan office and 
reapplying each time additional 
cash or a new loan is desired. It 


| Saves money for the borrower, 


Since he or she only pays interest 


| on the funds actually in use, for 


only the time the cash is needed. 
Consumers like it. Beneficial also 
likes It, since it provides marked 


| William G. Weiss, Senior Vice 
| President—Operating, has su- 
| pervisory responsibility for six 


departments. 


operating efficiencies in reduc- 
ing office paperwork and staff in- 
terview and investigation time. 
Revolving credit would appear to 
be a significant growth area for 
the future. 


Sales Finance 

Consumer sales finance con- 
tracts showed good growth in 
1979. Outstandings climbed 
35% to $311 million at year-end. 
Contributing significantly to this 
growth was continued rapid 
expansion of the Bencharge 
revolving credit system for de- 
partment and chain stores and 
other local merchants. Ben- 
charge Issues either its own or 
private label credit cards, and, 
in certain instances, utilizes 
on-line store terminals con- 
nected to Beneficial’s Bencom 
computer network. 


Sales finance activities are par- 
ticularly valuable as an in- 
cremental source of new 


customers to Beneficial, many of 
whom will likely take advantage 
of Beneficial’s financial services 
again in the future. 


Credit Scoring Systems 

In recent years, sophisticated 
credit scoring systems, which 
augment the credit judgement 
abilities of individual office man- 
agers, have become increas- 
ingly valuable in controlling 
portfolio risk. These computer- 
ized formulas, which predict the 
creditworthiness of prospective 
borrowers based on statistical 
weightings of various factors, 
generate a numerical “score” for 
each applicant. Naturally, either 
below or above certain levels the 
credit decision becomes auto- 
matic, but in the middle ground 
there remains substantial room 
for the manager's own credit 
judgement. 


John PR Howland and Tatyana 
Doughty, both Associate Coun- 
sel, are members of Beneficial’s 
legal department. 


Beneficial has five separate sys- 
tems for different regions of the 
country, and screening criteria 
are exhaustively re-examined 
and tested every two years. In 
the interim, cut-off scores can be 
altered immediately in response 
to changes in regional or na- 
tional economic conditions. 
Credit scoring is an important 
tool for operating management. 


Bencom 

Bencom is the on-line computer 
system which links the entire 
North American loan office net- 
work with headquarters. The 
system generates marked ad- 
ministrative efficiencies through 
its handling of routine office cler- 
ical work and record keeping, 
providing cash management 
and supervisory services, and 
serving as the communications 
link for the network. With rela- 
tively minor alterations, Bencom 
could function quite well in an 


electronic funds transfer envi- 
ronment, should such a system 
evolve in America. 


Bencom’s services are also pro- 
vided to other finance com- 
panies on a fee basis. 


Worldwide Scope of 
Operations 

Beneficial’s Consumer Finance 
Group operates 2,399 offices in 
7 countries. Although the United 
States (2,028 offices) and Can- 
ada (177) represent the heart of 
the system, Beneficial is also well 
represented in Australia (106), 
the United Kingdom (55), Puerto 
Rico (17), West Germany (6), 
Japan (7), the Virgin Islands (2), 
and New Zealand (1). The entry 
into the New Zealand market 
was made in 1979, as Beneficial 
purchased a small indigenous fi- 
nance company, making Benefi- 
cial one of the very few foreign 
financial institutions to have a 
presence in this limited but at- 
tractive market. 
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At the end of 1979 foreign con- 
sumer finance receivables to- 
taled $559 million or 12.6% of the 
total portfolio, versus $458 mil- 
lion or 15.2% of the portfolio at 
the end of 1978. Partially as a re- 
sult of the troubled economy and 
uncertain political situation in 
Quebec, Canadian receivables 
increased only 2% to $227.0 mil- 
lion from $222.7 million at De- 
cember 31, 1978. However, 
Australian outstandings in- 
creased 41% to $160.1 million 
from $113.1 million. In the United 
Kingdom, receivables climbed 
63% to $84.0 million, while West 
German receivables were up 


Charles W Bower, Senior Vice 
President and Treasurer, as well 
as being a Director of Beneficial, 
is shown in the board room in 
Wilmington. 


16% to $81.0 million. Although 
still in essentially a start-up 
phase, Japanese operations 
showed progress, and receiv- 
ables ended the year at $2.7 mil- 
lion, up from only $0.4 million at 
the end of 1978. New Zealand 
outstandings totaled $4.7 million 
at year-end. 


Even within North American 
operations (total receivables of 
$3,458 million) Beneficial’s out- 
standings are broadly dispersed, 
although California is a particu- 
larly important state. The largest 
states, in order of importance as 
to percentage of total North 
American outstandings are Cali- 


fornia, 23.0%; New York, 8.3%; 
Pennsylvania, 5.9%; New Jer- 
sey, 5.6%; and Ohio, 4.2%. 
These figures do not include the 
receivables of Capital and SIC. 


Income Tax Service 

Beneficial Income Tax Service, 
which operates in the consumer 
finance offices in 44 states and 
Canada, made good progress in 
1979. The number of returns 
prepared increased 5% to 
237,571, while most significantly, 
dollar revenues climbed 30% to 
$5.3 million. This activity offers 
the advantage of generating loan 
activity during the seasonally 
slack first quarter. 


Leasing 

During 1979 Beneficial Corpo- 
ration substantially enlarged its 
participation in the leasing busi- 
ness by the establishment of a 
new subsidiary, Beneficial Leas- 
ing Group, Inc., formed to en- 
gage in both “big ticket” 
leveraged leasing and leveraged 
and unleveraged ‘middle mar- 
ket” leasing. Staffed by a group 
of experienced leasing profes- 
sionals, the unit's focus in large 
leases centers on transportation 
equipment—airplanes, railroad 
cars and locomotives, container- 


ships and barges—equipment 
whose residual values appear to 
be predictable within reasonable 
ranges. In addition to the antici- 
pated residual values and the po- 
tential to earn additional rental 
income by continuing to lease 
the equipment after the expira- 
tion of the initial lease term, the 
utilization of investment tax 
credits and accelerated depreci- 
ation methods in connection 
with leasing activities offers very 
significant tax benefits to a com- 
pany such as Beneficial. Benefi- 
cial Leasing Group's equity in 
leased equipment at year-end 


| was $67.2 million. 


Included in the above figure are 
the $32.5 million in outstandings 
of Parliament Leasing Company, 


| Beneficial’s existing leasing 

| subsidiary which now becomes 
| apart of Beneficial Leasing 

| Group. Parliament specializes in 


the leasing of medical, dental, 


bs) 


John J. Leonard, Vice President, 
outlines the Bencom data base 
management system. 
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and hospital equipment, a mar- 
ket in which the company has a 
strong presence. 


Credit Loss Experience— 
Condition of the Portfolio 
Beneficial’s net chargeoff per- 
centage, after three years of 
consecutive declines, turned up- 
ward in 1979. Gross finance re- 
ceivables charged off, net of 
recoveries, increased to 1.87% 
of average gross receivables out- 
standing from 1.57% in 1978. 
However, this percentage re- 
mains well below the peak level 
of 2.42% reached in recession- 
influenced 1975. The ratio was 
essentially unchanged through 
the first half of the year, but loss 
experience worsened in the sec- 
ond half as consumers’ real in- 
comes were impacted by the 
combination of a slowing na- 
tional economy and continuing 
rapid inflation. 


Reflecting these influences, loan 
delinquency also increased 


moderately. The percentage of 
loan receivables more than two 
months delinquent rose to 1.26% 
at December 31 from 1.15% at 
the end of 1978. However, the 
overall level of delinquency in 
Beneficial’s portfolio continues 
among the lowest in the con- 
sumer finance industry. 


At year-end, the reserve for 
credit losses totaled $203.7 mil- 
lion, compared to $147.8 million 
at December 31, 1978. As a per- 
centage of year-end receivables 
the reserve declined modestly to 
4.78% from 4.90% at the end of 
1978. During 1979 Beneficial 
Corporation embarked on a seg- 
mented approach to calculating 
the reserve for credit losses, in 
recognition of the substantial 
change in the nature of the port- 
folio in recent years as second 
mortgages have increased dra- 
matically. Simply put, the compu- 
tation of the reserve recognizes 
actual historical loss experience 


Clifford W. Snyder, Senior Vice 
President—Advertising and 
Press Relations, oversees the 
production of a television com- 
mercial. Beneficial’s advertising 
makes extensive use of network 
television. 


on the various categories of 
loans made; regular installment 
loans, sales finance, second 
mortgages, etc. and provides a 
more reasonable benchmark for 
what the consolidated reserve 
should be. Management made 
the decision to reduce the re- 
serve percentage only at a rela- 
tively slow pace, so as not to 
significantly distort earnings. As 
ithas been in past years, the re- 
serve remains one of the very 
largest, if not the largest among 
significant consumer finance 
companies. At its year-end level, 
the reserve was 2.8 times actual 
1979 net chargeofts. The broad 
geographical dispersion of 
Beneficial’s portfolio across the 
United States and Canada and in 
5 overseas Countries minimizes 
the exposure to particular local 
economic conditions, and gives 
the portfolio the characteristics 
of a broad actuarial base. More- 
over, it is clear that the demo- 
graphics of Beneficial’s cus- 
tomer base have improved sig- 
nificantly in recent years. 


Data for the six years ended 
December 31, 1979 follows: 


(amounts in millions) 


Finance Receivables Reserve for Credit 
Charged Off(@) Losses at End of Year (eanened 
% of % of Loan 
Provision Gross Average Finance Receivables 
for Amount of Gross Receivables More Than 
Year Credit Receivables Finance at End of Two Months 
Losses(@) Charged Off Amount Receivables Amount Year(b) Delinquent©) 
1979 $102.4 $81.8 Dice 1.87% $203.7 4.78% 1.26% 
1978 70.9 59.0 Sie wow 147.8 4.90 145 
1977 65:7 55.0 48.5 1:74 12653 5.00 1.08 
1976 60.4 54.8 48.4 2.04 106.3 BAO 1.19 
SMe 54.8 Bie 51.8 2.42 95.0 5.20 1.29 
1974 514 50.0 449 ae 92.6 520 1.28 


(a) After offsetting recoveries. 
(b) After deducting Unearned Finance Charges. 
(c) Excludes bank credit card receivables and receivables of West German bank. 


Dale T. Taylor, President of 
Peoples Credit Corporation 
(Beneficial’s credit card sub- 
Sidiary), appears in the unit’s 
data input center. 


Richard A. Bate, Senior Vice 
President—Counsel (left), and 
Charles E. Hance, Senior Vice 
President—Litigation Counsel. 
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BENICO 


Domestic Companies, 


The Central National Life Insur- 
ance Company of Omaha 


American Centennial Insurance 
Company 

Northwestern Security Life In- 
surance Company 

Guaranty Life Insurance Com- 
pany of America 


Guaranteed Equity Life Insur- 
ance Company 


FTS Life Insurance Company 


Western National Life Insurance 
Company (acquired December 
1979) 


COMCO, Inc. (acquired Decem- 
ber 1979) 


Service General Insurance 
Company (acquired Decembey 
1979) 


Petroleum State Insurance Com- 
pany (acquired October 1979) 


Overseas Companies 


Beneficial International Insur- 
ance Company, Limited 


Beneficial American Insurance 
Company , Limited 


Consolidated Marine & General 
Insurance Company, Limited 


Benico Insurance Company, 
Limited 


BENICO, the Beneficial Insur- 
ance Group, experienced a year 
of continued significant progress 
by any measure in 1979. With the 
addition of acquired companies 
at year-end, total assets ex- 
ceeded $950 million at Decem- 
ber 31, 1979. Most significantly, it 
was the eighth consecutive year 
of record earnings for the Group, 
as net income increased 22% to 
$50.4 million from $41.3 million 
in 1978. Since 1971, earnings 
have increased at a 37% com- 
pound annual rate. 


Written premiums totaled $272.7 
million, a60% gain, while earned 
premiums expanded 46% to 
$217.5 million. The gain in written 
premiums was inflated by a 
$58.0 million addition represent- 
ing the reinsurance of a large 
block of annuity contracts. In- 
cluding acquired companies, 
stockholder’s equity increased 
74% to $304.9 million, so that the 
ratio of premiums written to year- 
end net worth (adjusted for the 
brief ownership of the acquired 
companies) was an extremely 
conservative 1.13 to 1, up only 
slightly from 0.98 to 1 in 1978. In- 
vestment income, a major com-.- 
ponent of the Group's earnings, 
surged 36% to $32.0 million from 
$23.5 million in 1978. Addition- 
ally, realized capital gains, net of 
applicable taxes, rose to $1.6 
million from $0.3 million in 1978. 


BENICO is a multinational com- 
plex of both life and casualty in- 
surers which underwrite, both 
directly and as reinsurers, a wide 


Robert E. Gaegler (right), Presi- 
dent of BENICO, discusses a 
point with William W. Burress, As- 
sistant Vice President in charge 
of auditing activities 

for BENICO. 


variety of life, annuity, accident 
and health, and property and lia- 
bility coverages. The primary 
thrust of the Group, however is in 
the highly specialized consumer 
Credit insurance market, where 
the companies rank among the 
industry leaders. 


Needless to say, credit cov- 
erages written in connection with 
loans made by the Beneficial Fi- 
nance System continue to repre- 
sent the largest single source of 
premium income, generating 
nearly 41% of total earned pre- 
miums in 1979 and a greater per- 
centage of the Group's net 
income. The Beneficial office 
network is the key marketing 
channel distributing BENICO’s 
insurance products in a highly 
cost-effective manner. However, 
while growing rapidly, Beneficial- 
related premium also continues 
to decline as a percentage of 
total premiums written since out- 
side business Is growing at an 
even faster rate. 


James T. Kearns, Executive Vice 
President, is in charge of all mar- 
keting activities for BENICO. 


|"? 


R. Donald Quackenbush, 
BENICO’s Chairman of the 
Board, is shown among the 
Group's Claim files. Last year 
BENICO paid nearly a quarter of 
a million individual insurance 
claims. 


Robert E. Styles was recently 
promoted from the field to be- 
come Senior Vice President— 
Operating of Beneficial Manage- 
ment Corporation at headquar- 
ters in Morristown, New Jersey. 


The table below illustrates these trends. 


Earned Premiums 


(in millions) 

Bene- Bene- Bene- All 

ficial ficial ficial Non- 

Finance Finance Finance Bene- 

Credit Credit Credit ficial 
Year Life A&H Property Finance Total 
1979 $30.8 933.0 $23.8 D129s! De Asie 
1978 29.4 22.4 19.8 114 149.0 
1977 24.7 20.0 17.0 52.6 lias 
1976 222 MGs? 14.7 S6uh 90.3 
1975 18.9 v5.6 11.6 23.4 69.5 
1974 18.8 12.4 9.5 18.0 oo./ 
1973 AW: 15.4 26 Clr 447 
1972 15.8 14.1 8 1s) 38.0 
| 1971 ikeys: 9.5 — ee 250 
1970 10.8 47 — 2.6 18.1 
1969 10.1 See) — — 14.0 
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dent, is responsible for manage- 
ment information services. His 
department produces the ex- 
haustive reports which measure 
operating performance of the 
entire loan system, and of each 
individual office. 


The rapidly growing volume of 
non-Beneficial business contin- 
ues to be generated from a wide 
variety of sources. Credit insur- 
ance written for other consumer 
lenders generated about 21% of 
non-Beneficial earned premium 
in 1979, and is a key area of de- 
velopment. The offering of BEN- 
|CO’s credit insurance products 
through banks, other finance 
companies, automobile dealers 
and other retailers opens a huge 
potential market, and offers the 
opportunity of profitably lever- 
aging the Group's established 
products and expertise. Oppor- 
tunities in this area are being pur- 
sued aggressively. 


Contrary to the protestations of 
various self-appointed consumer 
advocates, credit insurance is 
both a wanted and needed prod- 
uct. As corroborated by a recent 
Federal Reserve Board study 
and other surveys, consumers 
like it, Since it provides them with 
additional protection, at a mod- 


est monthly cost, along with their 
other basic insurance cover- 
ages. Written at group rates, 

the coverages are generally not 
subject to underwriting, so that 
consumers Can usually obtain 
the protection irrespective of 
their age, medical history, or the 
neighborhood they live in. 


Property and liability reinsurance 
risks are assumed in American 
Centennial and our overseas 
companies. These coverages 
represented approximately 38% 
of the non-Beneficial earned 
premium last year. Intentionally 
varied in source, this business is 
accepted from carefully selected 
brokers, insurance intermedi- 
aries and casualty companies. 
Per incident risks generally do 
not exceed $75,000 in these 
lines and coverages are usually 
written at high excess layers 
(substantial losses would have to 
be incurred by the primary insur- 
ers before the Group's coverage 


Paul J. Finfer is President of 
Beneficial Leasing Group, INnc., 
Beneficial’s leasing subsidiary. 
Leveraged leasing activities cen- 
ter on transportation equipment 
such as large containerships. 


takes effect). The mix of the 
book includes property busi- 
ness, primary workers’ compen- 
sation, accident & health, inland 
marine, andsome automobile 
business, but only from carefully 
selected states. 


Unfortunately, problems were 
encountered with international 
reinsurance underwriting results 
during the fourth quarter. Reflect- 
ing the drag of these losses, con- 
solidated Insurance earnings fell 
7% during the quarter, breaking 
BENICO's streak of 13 consecu- 
tive year-to-year gains in quar- 
terly earnings. However, it would 
appear that the fourth quarter's 
reserve accruals cover the expo- 
sures, so that the drag of Inter- 
national operations on 1980 
comparisons should be mark- 
edly reduced, if not eliminated. 


Finally, blocks of ordinary life or 
annuity reinsurance are also as- 
sumed in “surplus relief” type sit- 
uations. The BENICO Group's 


* )~ | as | 
Gerald L. Holm, Executive Vice 


President, is in charge of acquisi- 
tions for Beneficial. 
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particularly strong capital posi- 
tion allows it to be a selective, 
highly profit-conscious partici- 
pant in this market. Along with 
the increment to earnings, these 
arrangements have the added 
benefit of strengthening the life 
companies’ tax qualification 
ratios. Ordinary life and annuity 
reinsurance contributed approx- 
imately 41% of non-Beneficial 
earned premium in 1979. 


Outside the Beneficial Finance 
System, BENICO has historically 
had essentially no conventional 
agency force. Accordingly, only 
insignificant amounts of ordinary 
life insurance are written directly 
by the companies each year. Ex- 
perimental programs continue in 
the offering of term life insurance 
through the loan offices, but as 
yet substantial volumes of busi- 
ness have not been generated 
because of regulatory and li- 
censing limitations in many 
states. However, Northwestern 
Security Life, acquired in Janu- 


ary, 1979 does have a small 
agency force, and the recently 
acquired Western National Life 
(see below) has a substantial 
agency force, so that increasing 
volumes of annuity and ordinary 
life business are expected to be 
generated in the future. 


investment activities continue 

to follow a conservative strategy, 
with the portfolio heavily 
weighted towards high quality (A 
rated or better), fixed income ob- 
ligations. Common stocks repre- 
sent only 3.8% of the portfolio. A 
breakdown of the investment 
portfolio, which totaled $762.5 
million at December 31, is pre- 
sented in the table below. The 
1979 figures include acquired 
companies’ investment portfo- 
lios, which added approximately 
$242 million to the year-end 
numbers. 


J. Edward Kerwan (left), Senior 
Vice President in charge of 
Beneficial’s Bencom computer 
system, consults with Gene U. 


‘ a | Rao, Vice President and Techni- 


cal Support Manager. 


Insurance Investment Portfolio 


(in thousands) 


at December 31 1979 % Total 1978 % Total 1977 % Total 
U.S. Government Securities > 63,085 Or 70" [Fo a1, Oog 4% |%$ 3,665 1.2% 
Municipal Bonds 274,041 35.9 PulOmee DZ.0 169,537 Sy ie 
Foreign Government and 
Agency Obligations 41,955 oO 26,126 6.3 9,830 32 
Corporate Bonds A Sdiereo 19.9 85,040 20a 75,839 24.6 
Preferred Stocks 53,670 7.0 o25720 8.0 27,686 9.0 
Common Stocks 28,750 3.8 17,834 4.3 17,140 SG 
Policy Loans 1-976 eG S27) iS 4,635 he 
| Mortgages 81,921 107 3,709 9 4,369 1.4 
Real Estate 8,750 tau 934 ee 671 2 
Short-Term Holdings* 43,185 be 21,601 Oe) 4,928 IEG 
Other 3,438 5 — = 
$762,497 100.0% | $411,234 100.0% | $308,300 100.0% 
| “Chiefly commercial paper and certificates of deposit. 
The proportions of several cate- As has been the case for several 
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gories of investments change 


noticeably in 1979, largely 


be- 


cause of the inclusion of Western 
National Life, which has sub- 
stantial holdings of U.S. Govern- 
ment securities, corporate 
bonds, and mortgages in 
its portfolio. 


— 


Joseph A. Yankauskas is Vice 
President, Systems and Pro- 


gramming for Bencom. 


years, BENICO’s domestic 
investment activities again 
centered on municipal bonds 
because of the higher net yields 
that these tax-free obligations 
provide to both our casualty and 
life companies. Because of the 
nature of business written and its 


Edgar D. Baumgartner is Vice 
President and Tax Counsel. 


effect on the complicated for- 
mula for life insurance company 
taxation, BENICO’s life com- 
panies’ investment income has 
been taxed at a significantly 
higher rate than that of traditional 
ordinary life companies. For ex- 
ample, Central National Life, the 
flagship life company, is taxed at 
roughly a 35% incremental rate 
on investment income. Accord- 
ingly, tax free issues are highly at- 
tractive to the life companies, as 
well as for American Centennial, 
the fully-taxed casualty com- 
pany. However, selective in- 
vestments were also made in 
corporate bonds and preferred 
and common stocks. 


Investment activities for our over- 
seas companies center on high- 
quality Eurodollar bonds. The 
largest of our overseas Com- 
panies, Beneficial International 
Insurance Company Limited, 
based in Hamilton, Bermuda, is 
free of current taxation. 


Reflecting the BENICO Group's 
exceptionally strong cash flow 
and the fixed income strategy, 
net investment income has in- 
creased at nearly a39% com- 


pound annual rate over the past 
five years. Average gross invest- 
ment yield has also increased 

in recent years and was 6.5% in 

eras) 


Beneficial’s purchase of South- 
western Investment Company 
(SIC) brings two new, significant 
companies to the BENICO fam- 
ily, effective December 18, 1979. 
Western National Life Insurance 
Company and COMCO Insur- 
ance Company, both headquar- 
tered in Amarillo, Texas, now join 
the Group. 


With total assets of $250.0 mil- 
lion and 1979 net written pre- 
miums of $67.0 million, Western 
National does a substantial an- 
nuity and ordinary life business, 
as well as writing credit insur- 
ance on the loans of SIC and 
other consumer lenders. The 
breakdown of 1979 written pre- 
miums is approximately as 
follows: ordinary life—12%, an- 
nuities—69%, and credit insur- 
ance— 19%. Credit insurance 
written in relation to SIC loans 
represents only about half of total 
Credit insurance written. Western 
National had 1979 net earnings 
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of $5.6 million, up 56% from 
1978 profits of $3.6 million. 


COMCO is a casualty insurance 
company chiefly engaged in the 
writing of automobile physical 
damage and liability coverages. 
Roughly 44% of premiums writ- 
ten are related to auto loans 
made by SIC finance offices. 
COMCO had 1979 net written 
premiums of $8.9 million and 
year-end assets of $16.2 million. 
Net earnings increased 9% to 
$1.2 million from $1.1 million 

in 1978. 


Several other small companies 
also joined the BENICO family at 
year-end. Guaranteed Equity 
Life Insurance Company, Spie- 
gel’s insurance subsidiary, and 
FTS Life Insurance Company, 
First Texas Financial Corpo- 
ration’s insurance subsidiary, 
were both contributed to the 
Group by means of inter- 
corporate dividends on Decem- 
ber 31. Also, Service General 
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Andrew C. Halvorsen, Assistant 
to the Chairman, is in charge of 
investor relations for Beneficial 
Corporation. 


Insurance Company, Capital Fi- 
nancial Services’ small subsidi- 
ary, becomes a member by 
means of Beneficial’s purchase 
of Capital. Effective October 1, 
Petroleum State Insurance Com- 
pany of Baton Rouge, Louisiana 
was acquired in a small cash 
transaction. While these com- 
panies are each relatively small, 
taken together they represent 
1979 earnings of approximately 
$3.1 million and year-end assets 
of $29.6 million. 


More detailed financial informa- 
tion and descriptive data on in- 
surance operations than are 
contained in this annual report 
are available in the separate re- 
port issued by the BENICO 
Group. Copies of the separate 
report will soon be available to all 
interested parties upon written 
request to Mr. Kenneth J. Kircher, 
Vice President & Secretary, Ben- 
eficial Corporation, PO. Box 911, 
Wilmington, Delaware 19899. 


| On April 6, 1979, after receiving 

| requisite regulatory approvals, 
First Texas Financial Corporation 
became a wholly-owned subsidi- 
| ary of Beneficial Corporation. At 
the end of 1978, Beneficial held 
a 24.1% interest in First Texas. 
Total consideration paid for the 

| company was approximately 

| $92 million in cash. Operating 61 
offices in 28 cities, First Texas is 
ihe second largest savings and 

| loan holding company in Texas, 
with total assets in excess of $1.6 
billion 


First Texas suffered from the 
adverse conditions that im- 
pacted virtually all savings and 
loans in 1979 as deposit dis- 
intermediation and a soaring 


ost of funds narrowed spreads. 
The company's weighted cost of 
funds increased from 7.39% at 

_ the end of 1978 to 8.42% at De- 

| cember 31, 1979. Additionally, an 

Inreasonable usury ceiling pre- 

ailed in Texas for most of the 

year, sharply limiting mortgage 

lending activity. 


Nevertheless, despite the difficult 
| operating climate, First Texas’ 
| net earnings increased 28% to 
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First Texas Financial Corporation 


$13.8 million from $10.8 million in 
1978, as income from real estate 
joint ventures and recoveries on 
previously foreclosed real estate 
made major contributions to net 
income. In addition, profitability 
benefited from a significant re- 
duction in the provision for loan 
losses to $1.6 million from $2.8 
million in 1978. 


Reflecting the fact that Beneficial 
held only an equity interest in 
First Texas for the first quarter of 
the year, as well as the addition of 
purchase accounting adjust- 
ments, First Texas’ contribution 
of $12.6 million to Beneficial Cor- 
poration’s earnings does not cor- 
respond to the enterprise's 1979 
results, taken alone as an inde- 
pendent entity. 


Included in net income are $3.6 
million in non-cash, purchase 
accounting adjustments. Pur- 
chase accounting treatment re- 
quires that all assets acquired be 
marked to market value as of the 
date of acquisition. Accordingly, 
despite the fact that First Texas’ 
mortgage portfolio is of excellent 
quality, it was necessary to take a 
substantial writedown of the 
mortgages because their aver- 


age interest rate was below the 
national market rate at the date 
of acquisition. However, this 
writedown is credited back into 
income over the average ex- 
pected life of the mortgages (ap- 
proximately 8 years) using the 
rule-of-78’s method. For 1979 
and the next few years, in de- 
creasing amounts, this non-cash 
credit adjustment to income will 
more than offset the $1.3 million 
annual writeoff of goodwill. Ac- 
cordingly, purchase accounting 
adjustments will have a signifi- 
cant positive effect on First 
Texas’ net income again in 1980. 
In fact, it willl be 1986 before the 
writeoff of goodwill outweighs 
these credits to income. While 
management is not in accord 
with this method of financial re- 
porting, accounting rules dictate 
that it be utilized. All that can be 
done |s to disclose the purchase 
accounting adjustment figure on 
aconsistent, regular basis, so 
that shareholders are kept in- 
formed of the non-cash, ‘‘book- 


Ken E. Dailey is Senior Vice Pres- 
ident of First Texas Savings with 
responsibility for consumer 
loans. Previously, Mr. Dailey 
served as a field executive In 
Beneficial’s Gulf Coast 
Department. 


keeping” portion of First Texas’ 
reported earnings. 


First Texas will carry on an 
aggressive marketing program in 
1980. Several new services will 
be offered with the continuing 
goals of increasing marketshare 
and profitability in the commu- 
nities served. 


Work remains to be done in 
improving the efficiency and 
control of operations through 
greater centralization. Prior to its 
acquisition by Beneficial, First 
Texas operated as a rather loose- 
ly structured amalgam of ten es- 
sentially separate savings and 
loan associations. Accordingly, 
while significant centralization 
has already taken place, further 
refinements need to be 
accomplished. 


During 1980 First Texas antici- 
pates the opening of several new 
branches, adding locations in 
fast growing sections of the state 
where the institution is not 
already represented. 


ea 0 iFirst Texas operates 61 savings 

s § and loan branches in Texas 
under the name “First Texas 
Savings Association.” 


Lynn S. Felps is Vice President 
and Treasurer of First Texas 
Financial Corporation. 


Roger J. Keane (left), Chairman 
and Chief Executive Officer and 
J. Michael Cornwall, President 
and Chief Operating Officer, are 
the senior officers of First Texas 
Financial Corporation. 


A home under construction at 
the exclusive Bent Tree devel- 
opment outside Dallas. First 
Texas is a joint venture partner in 
the development of Bent Tree. 
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Merchandising Division 


Spiegel, Inc. 

For Spiegel, 1979 was a good 
year. Net sales and other reve- 
nue (including finance charges) 
increased 15% to $426.8 million 
from $370.7 million in 1978. 
Catalog merchandise sales, 
taken alone, climbed 14% to 
$311 million, marked by a dra- 
matic 18% rise during the sec- 
ond half. Of most significance, 
net income increased 35% to 
$8.1 million from $6.0 million in 


| 1978, as fourth quarter earnings 


surged 50%. 


tis particularly encouraging to 
note that Spiegel’s merchandis- 
ing results showed substantial 
improvement in 1979. The com- 
pany continues to make excel- 


| lent progress in the on-going 


campaign to reposition Spiegel 
as America’s fashionable depart- 
ment store in print—keyed to the 
interests and tastes of the busy 
working woman. 


Spiegel’s earnings were under 
some pressure in 1979 because 
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of the sharp increase in the cost 
of borrowed funds. Spiegel’s 
consolidated interest expense 
increased 44% last year, since 
the company now borrows from 
banks, on its own note, to gener- 
ate most of its operating funds. 
Exclusive of Fairfax Family Fund, 
the company’s finance subsidi- 
ary which makes consumer 
loans by mail, consumer receiv- 
ables of Spiegel’s merchandising 
activities totaled $352.8 million at 
December 31, again of 5% over 
the prior year. Fairfax, which is fi- 
nanced by advances from Bene- 
ficial Corporation, enjoyed 
exceptional receivable growth, 
as outstandings climbed 38% to 
$115.9 million at year-end. 
Spiegel’s consumer credit quality 
continued to improve, and con- 
solidated net chargeoffs ad- 
vanced only moderately to $18.1 
million from $16.2 million in 1978 
despite the significant receivable 
growth. Also, portfolio delin- 
quency declined. At year-end, 


Spiegel’s consolidated reserve 
for credit losses totals $31.3 mil- 
lion, or 6.6% of the portfolio. 


Further refinements of marketing 
strategies produced measurable 
improvement in Spiegel’s cus- 
tomer base. A statistical analysis 
of new customers indicated that 
the greatest gains were in the 
strategically targeted middle and 
upper demographic markets. 
Strong order patterns for expen- 
sive home accessory items and 
designer fashions corroborated 
these conclusions. 


To further establish an identity in 
these markets by emphasizing 
the company's position as a 
fashion authority, more space 
was devoted in the 1979 catalogs 
to editorializing on fashion 
trends. Updated layouts, design 
and graphic techniques contin- 
ued to project the Spiegel image. 
1979 saw the beginning of a divi- 
sion of merchandise categories 
into easy-to-shop departments 
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Henry A. Johnson, Spiegel’s 
Chairman and Chief Executive 
Officer, scans the first copies of 
Spiegel’s 1980 Spring and 
Summer catalog as they come 
off the press. 


which will be further refined in 
1980. 


An acceleration of advertising 
and public relations campaigns 
put Spiegel in the top women’s 
magazines across the country 
where the response was signifi- 
cant. Several major magazines 
carried exclusive Spiegel stories 
on rooms designed and fur- 
nished entirely with Spiegel 
merchandise. 


Spiegel’s customer service de- 
partment underwent a major re- 
organization in 1979. Increases 
in personnel and additions of 
new equipment allow customer 
service representatives to pro- 
vide personalized service to 
Spiegel’s busy customers. Ac- 
cordingly, telephone sales con- 
tinue to represent a rapidly 
growing source of orders, and 
contributed over 27% of 
Spiegel's total orders in 1979 
compared to 19% in 1978. The 
installation of an on-line cus- 
tomer history file in late 1979 per- 


As indicated by the Spiegel cata- 
log product photographs repro- 
duced on these pages, Spiegel is 
a style leader for young Amer- 
ica—America’s fashionable de- 
partment store in print. 


Pat 


George R. Evans, Vice Chair- 
man of the Board, and Member, 
Office of the President, is shown 
in one of Western Auto's modern 
distribution centers with a selec- 
tion of Western Auto products. 
Merchandising Division com- 
panies report to Mr. Evans. 
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| mits representatives to access 


records and respond immedi- 
ately to customers’ questions 


| when they call. 


Spiegel’s new direction and 
philosophy produced clear im- 
provement, both qualitative and 


| quantitative, in the company’s 

| 1979 results. The ease and 

| energy-efficiency of catalog 

| shopping appears to have strong 


appeal for the busy American 
consumer. 


_ Western Auto Supply 


Company 
Western Auto Supply Company's 


| performance remained most 

| disappointing in 1979. Anetloss 

| of $1.5 million was recorded 
compared to net income of $3.0 

| million in 1978. Results included 

| $5.8 million in net, after-tax spe- 


cial charges to provide for the 
closing of 116 retail stores and for 
receivable writedowns. Third 
quarter results included a $.9 


ENJOY A SMOOTH RIDE aga 
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John T. Lundegard joined West- 


| ern Auto as Chairman of the 


Board and Chief Executive Offi- 
cer in February, 1980. Visiting a 
Western Auto retail store in 
Kansas City, he discusses the 


success of Western Auto's shock 


absorber line with an employee. 
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million after-tax gain on the sale 
of real estate. Finally, fourth quar- 
ter merchandising margins were 
reduced by inventory devalua- 
tions recorded at year-end with 
the taking of actual physical in- 
ventories. Before the effect of 
these items, net income actually 
rose moderately in 1979, entirely 
due to an improvement in profits 
generated from wholesale sales 
to the dealer store network. 


Consolidated net sales and other 
revenue (including finance reve- 
nues related to credit sales) in- 
creased 2% to $698.1 million. 
Merchandise net sales increased 
3% to $627.5 million, as whole- 
sale sales climbed 5% to $450.4 
million and retail sales fell 3% to 
$177.1 million. 


The increase in wholesale sales 

iS encouraging In light of the fact 
that the number of Western Auto 
associate stores decreased from 


3,595 to 3,209 during 1979. This 
decrease largely reflects West- 
ern’s policy of setting higher 
standards for new associate 
dealers. The average investment 
in anew associate store in 1979 
increased 33% over 1978 to 
nearly $67,000. Western Auto 
continues to develop various 
aids to assist associate store 
owners in improving their profit- 
ability. This phase of Western 
Auto's operations is profitable, 
and while still not earning an ac- 
ceptable return on capital, is 
basically healthy. 


Conversely, Western's retail store 
operations continue unprofit- 
able. Western now operates 302 
retail stores, down substantially 
from the 1976 level of 520. Gen- 
erally located in or near urban 
areas, the retail store system en- 
counters a significantly higher 
level of competition than the as- 
sociate stores, which are gener- 
ally located in more rural areas, 
often in quite small trade areas 
where the stores exercise a pow- 
erful market presence. The retail 
stores have made only minor, 
disappointing progress in their 
efforts to refine their merchan- 


dising strategies to meet these 
challenges. 


The retail stores’ continued poor 
performance and the less than 
Satisfactory growth trends in the 
wholesale operation have 
prompted a major restructuring 
of top management. In February 
1980, John T. Lundegard joined 
Western Auto as Chairman of 
the Board and Chief Executive 
Officer. Lundegard brings 25 
years of diversified retailing ex- 
perience to Western, having 
served with Dayton Hudson, The 
May Company, and Gibson's, 
Inc. During his tenure with May 
as Chief Executive of the Venture 
Stores division, he led a signifi- 
cant turnaround in the perfor- 
mance of that previously 
troubled unit. He is joined by 
Robert W. McFadden, who in De- 
cember became Executive Vice 
President and Chief Operating 
Officer of Western. McFadden 
had previously served as Chair- 
man of Midland, and joins West- 


ern Auto with the return of 
Midland to the Western Auto 
group. The new top manage- 
ment team has reorganized the 
management structure of West- 
ern Auto to effect a turnaround In 
performance. 


Western's retail store product line 
centers on automotive service, 
accessories and parts, lawn care 
products, and bicycles. Whole- 
sale sales encompass a much 
broader array including, in addi- 
tion to the above, electronic 
equipment, home appliances, 
furniture, toys, sporting goods, 
housewares, and hardware. 
Approximately 70% of sales are 
made under Western’s exclusive 
brand names which are pro- 
tected by trademarks. 


Eva Gabor International, West- 
ern’s wig importing subsidiary, 
contributed net sales of $7.2 mil- 
lion and net income of $114,000 
to Western’s 1979 results com- 
pared to sales and earnings of 
$7.0 million and $165,000, re- 
spectively, in 1978. 


As discussed previously in this 
report, Western contributed Its 
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Subsidiary, Western Acceptance 
Company (WAC), to Beneficial 
Corporation on December 31, 
1979 by means of an upstream 
dividend. WAC is a finance sub- 
sidiary which purchases cus- 
tomer accounts receivable 
generated by the sales of West- 
ern’s retail and associate stores. 
WAC had net earnings of ap- 
proximately $4 million in 1979. 


Midland International 
Corporation 


Midland is an international 
importing and marketing organi- 
zation featuring chiefly tele- 
visions, citizens band (CB) 
radios, and automotive sound 
products. Products are imported 
chiefly from the Far East. 


Reflecting the collapse of the CB 
radio popularity of 1975-76, Mid- 
land recorded another net loss in 
1979 as it had in both 1977 and 
1978. The 1979 netloss of $3.1 
million is less than the 1978 loss, 


but brings the cumulative three- 
year deficit to $9.8 million. How- 
ever, in perspective, it should be 
noted that the company re- 
corded net income of $23.2 mil- 
lion during the 1975-76 bonanza 
period. Sales for 1979 fell 16% to 
$52.0 million. 


Midland is now in a process of 
contraction, as it shrinks over- 
head to meet the remaining level 
of demand for its product lines. 
Effective January 1, 1980 own- 
ership of Midland was trans- 
ferred to Western Auto Supply 
Company where it will operate 
as a subsidiary, as it had until it 
was spun out as a Separate entity 
in 1977. Henceforth, Midland’s 
financial results will be consoli- 
dated with those of Western Auto. 


General 


Directors Cullen, Gurney 

and Paul 

Retire from the Board 

In early 1980, three directors 
who had provided Beneficial 
Corporation with a collective 
total of over 130 years of merito- 
rious, valued service elected to 
retire from active participation in 
affairs of the Board of Directors. 
Directors Thomas W. Cullen, J. 
Thomas Gurney, and DeWitt J. 
Paul now become Directors 
Emeritus. 
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Thomas W. Cullen, 81 years of 
age, served Beneficial for 60 
years, rising to the presidency of 
an affiliated holding company 
before retiring from active em- 
ployment in 1966, but remaining 


a Director. J. Thomas Gurney, 79, 


an attorney, provided valuable 
counsel as a member of an out- 
side law firm, and served as a di- 
rector of affiliated companies 
since the late 1920's before be- 
coming a Director of Beneficial 
Corporation in 1959. DeWitt J. 
Paul, 77, joined Beneficial in 
1930. He rose through the public 
relations (now government rela- 
tions) department to become 
Chairman of the Board and 
Chief Executive Officer, retiring 
at the end of 1970. 


The Board of Directors acknowl- 
edges the significant contribu- 
tions of each of these gentlemen 
to the growth and development 
of Beneficial Corporation. Man- 
agement and the Board wish to 
express their sincere apprecia- 
tion to Messrs. Cullen, Gurney 
and Paul for their many years of 
loyal and meritorious service. 


Beneficial’s Report to the 
Younger Generation 

“Susan, Jon and the Company 
Without a Factory,’ the colorful 
48-page Beneficial report to the 
younger generation, has re- 
ceived substantial favorable 
comment in hundreds of news- 
paper articles and letters. More 
than 100,000 copies have been 
furnished in response to over 
30,000 requests from business 
leaders, entire school systems 
and individuals in the U.S., Can- 
ada and abroad. 


Reactions have been most en- 
thusiastic, including educators, 
bankers, businessmen and col- 
umnists, one of whom com- 
mented that ‘a generation of 
American people...has been 
nurtured on a diet of diatribe 
depicting business as bad. Bene- 
ficial Corporation is to be com- 
mended for this ambitious at- 
tempt to communicate with our 
young people about the positive 
and wholesome aspects of the 
American free enterprise sys- 
tem. It is good to see a construc- 
tive, informative approach to the 
functions of a business corpo- 
ration in our society.’ 


The report has been selected to 
receive the George Washington 
Honor Medal Award from Free- 
doms Foundation of Valley 
Forge, Pennsylvania for its con- 
tribution to economic education 
in America. It has also been 
awarded a Certificate of Special 
Merit by the Printing Industries of 
Metropolitan New York (PIMNY) 
selected from over 3,200 
examples. 


Copies are available on request 
from Mr. Kenneth J. Kircher, Ben- 
eficial Corporation, Dept. KO, 
PO. Box 911, Wilmington, DE 
19899. 


Annual Report Earns Awards 
Beneficial Corporation's 1978 
Annual Report received the Fi- 
nancial World Silver Trophy as 
best annual report in the Finan- 
cial Services and Finance cate- 
gory. In addition, the report was 
selected as runner-up for the 
gold medal as best annual report 
overall. Financial World, a lead- 
ing semi-monthly financial mag- 
azine, publishes the winners, 
selected by an independent 
board of judges, each year in its 
October issue. 
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Beneficial Corporation and Consolidated Subsidiaries 
Balance Sheet 


(in millions) 


Assets 


Cash (Note 3) 
Finance Receivables (Note 4) 
Less Unearned Finance Charges 


Principal of Finance Receivables 
Less: Reserve for Credit Losses 
Insurance Policy and Claim Reserves Applicable to 
Finance Receivables 


Net Finance Receivables 
Net Receivables Acquired from Western Auto (Note 4) 
Acquired Assets to be Divested (Note 18) 
Investments—Securities (Note 5) 
Receivable from Merchandising Division (Note 6 and Page 59) 
Equity in Net Assets of Non-Consolidated Subsidiaries 
Savings and Loan Division (Note 18 and Page 52) 
Merchandising Division (Page 59) 


Other 


Property and Equipment (at cost, less accumulated 
depreciation of $34.0 and $22.3) 
Other Assets (Note 7) 


Liabilities and Shareholders’ Equity 

Short-Term Debt (Note 8) 

Deposits Payable 

Accounts Payable and Accrued Liabilities (Note 9) 

Insurance Policy and Claim Reserves (applicable to risks other than 
finance receivables) 

Long-Term Debt (Note 10) 


Total Liabilities 
Redeemable Preferred Stock (Note 12) 
Other Preferred Stock (Note 13) 
Common Stock (60.0 shares authorized, 22.1 and 22.0 shares 
issued and outstanding) (Note 13) 
Capital Surplus 
Net Unrealized Loss on Equity Securities (Note 5) 
Retained Earnings (Note 10) 


See Notes to Financial Statements. 
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December 31 


1979 


$ 52.5 
4,979.4 
(715.4) 


4,264.0 
(203.7) 


(154.3) 


3,906.0 
165.7 
188.5 
857.8 
102.0 


59.7 
271.3 
6.4 


333.4 


67.0 
358.4 


$6,031.3 


$ 977.5 
94.5 
242.4 


358.7 
3,324.7 


4,997.8 
103.0 
116.6 


22.4 
61.8 

(13.2) 

743.2 


$6,031.3 


1978 


$ 383 
3,578.2 


(562.8) 
3,015.4 


(147.8) 


(126.3) 


2,741.3 


463.9 
Til 


10.5 
343.8 
Leff 


360.0 


39.0 
161% 


$3,881.3 


$ 520.0 
16:2 
140.4 


108.2 
2,210.0 


2,994.8 


116.9 


22.0 

61.8 
(7.1) 

692.9 


$3,881.3 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Income 


Te 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
(in millions) 1979 1978 1979 1978 
Finance Division 
Revenue S271 $209.9 | $982.9 $769.5 
Expenses 
Interest (Notes 1f, 19, and 20) 76.8 46.6 251.0 169.9 
Less Interest Income from 
Non-Consolidated Subsidiaries (2.3) (1.5) (FZ) (7.5) 
Interest (net) 74.5 45.1 243.8 162.4 
Salaries and Employee Benefits 45.3 34.5 164.6 132.5 
Provision for Credit Losses 
(after offsetting recoveries) Siar, 24.9 102.4 70.9 
Insurance Benefits Provided 45.8 26.3 136.0 86.7 
Other 48.4 39.7 179.8 140.7 
Total eoney WOs 826.6 593.2 
Operating Income 19.4 39.4 156.3 176.3 
Foreign Exchange Gain (Loss) 

(Notes 1e and 11) (1.0) 2 6 (2.2) 
Income Before Income Taxes 18.4 39.6 156.9 174.1 
Provision For Income Taxes (Note 15) 6.5 16.4 Sy Re: 72.6 
Income From Finance Division 11.9 23.2 99.6 101.5 
Income From Savings and Loan 

Division (Note 18) 4.3 1.4 12.6 2.0 
Income From Merchandising Division 

(Page 60) 1.4 18 ee) 4.3 
Interest Expense, After Income Taxes, 

Related to Investment in Non-Con- 

solidated Subsidiaries (Note 1f) (3.9) (2.7) (14.6) (10.0) 
Net Income sew (eo eA $ 23.4 | $101.1 $ 98.3 
Earnings Per Common Share (Note 17) 

Earnings Available for 

Common Stock Sait $ 22.0 $ 94.3 $ 92.6 

Average Outstanding Shares 22.2 eu 22.2 22.1 

Net Income $ .49 $ 1.00 | $ 4.24 $ 4.19 
Dividends Per Common Share Si at 8 eee Coden MA Yu (ese | $ 1.70 


See Notes to Financial Statements. 
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1977 1976 1975 
$640.4 $ 536.5 $460.3 
132.2 103.1 94.2 
(8.1) (7.5) (11.5) 
124.1 95.6 82.7 
115.0 99.7 89.8 
65.7 60.4 54.8 
70.4 56.9 42.3 
108.2 86.7 74.6 
483.4 399.3 344.2 
157.0 137.2 116.1 
(3.3) (4.7) (6.1) 
153.7 132.5 110.0 
67.3 59.5 51.7 
86.4 73.0 58.3 
7.8 35.8 22.8 
(8.5) (8.4) (7.7) 

$ 85.7 $ 100.4 $ 73.4 
$ 79.4 $ 92.5 $ 63.9 
21.8 20.4 19.1 

$ 3.64 $74.52 $ 3.34 
$ 1.60 $1.4375 $ 1.25 


Beneficial Corporation and Consolidated Subsidiaries 


Management's Discussion and Analysis of the Statement of Income 


Significant changes in the components of revenue and ex- 
pense are shown in the table below: 


Increase (Decrease) 


1979 over 1978 over 

(in millions) 1978 1977 
Consumer Finance Revenue $133.9 22% $88.3 1156 
Insurance Premiums Earned 68.5 46 34.730 
Insurance Investment Income 

(net) 9.8 41 Sen 
Interest Expense (net) 81.4 50 38:33 
Salaries and Employee 

Benefits 32.1 24 Week a ie: 
Provision for Credit Losses 31.5 44 ata! its! 
Insurance Benefits Provided AOS) air. VGiomes 
Advertising 4.3 24 3:9 28 
Insurance Commissions 10:5 44 1 Oae 45 
Rent Sar we0 a oom 


Acquisitions of the consumer finance offices of Capital 
Financial Services Inc. and the consumer finance and insur- 
ance operations of Southwestern Investment Company in mid- 
December had little effect on 1979 results. 


The increase in consumer finance revenue is almost entirely 
attributable to average finance receivables that were 24% 
higher in 1979 and 18% higher in 1978 compared with the 
preceding year. Gains in insurance premiums earned came 
from both affiliated and non-affiliated sources. About one-third 
of the gain was in property and liability lines in both years. In- 
creased investment income in 1979 and 1978 results from 
higher levels of investment at increased rates of return, with 
1979 also benefiting from $1.6 million in net capital gains. 


Skyrocketing short-term as well as higher long-term interest 
rates and the additional borrowings needed for expanded 
consumer finance receivables caused the substantial increase 
in interest expense for 1979. About 75% of the increase in 
1979 was due to additional borrowings as contrasted with 
70% in 1978 with the remainder due to higher rates. The over- 
all interest rate moved up from 7.39% in 1977 to 7.93% in 
1978 and to 8.89% in 1979. 


Salaries and Employee Benefits increased as both rapid 
receivables growth for consumer finance and growing volumes 
of insurance business required additional employees and 
higher expenditures. Salary levels and the cost of employee 
benefits rose as inflationary pressures continued. 
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The increases in Provision for Credit Losses result from higher 
charge-offs of receivables and from additions to the Reserve 
for Credit Losses due to the higher levels of finance receiv- 


ables. Charge-offs as a percentage of finance receivables rose | 


to 1.87% in 1979 after declining to 1.57% in 1978 from 1.74% 
in 1977. Charge-offs accounted for $22.1 million in 1979 and 
$2.5 million in 1978 of the increases in Provision for Credit 
Losses of $31.5 million and $5.2 million in the respective years. 


Insurance loss ratios increased in 1979 and, along with higher 
reserve amounts required by the growing voiume and strength- 
ening of reserves for certain international business, caused 
Insurance Benefits Provided to rise at a faster rate than the re- 
lated premium income. In 1978 the increase was less rapid 
because of more favorable loss experience. 


Advertising reflected the increased costs of entering addi- 
tional markets, the expanded use of radio, television, and print 
media, and higher rates. 


Commissions paid for larger amounts of non-affiliated rein- 
surance business caused the increases in Insurance Commis- 
sions Paid. 


Increases in Rent Expense resulted from both the larger 
number of consumer finance offices and higher occupancy 
costs caused by price escalations. 


Other Expenses increased as a result of growth in both con- 
sumer finance and insurance operations coupled with the 
rising cost of engaging in business. 


The year 1979 showed a foreign exchange gain of $.6 million 
as compared with losses of $2.2 million in 1978 and $3.3 mil- 
lion in 1977. These fluctuations reflected changes in the value 
of the Canadian dollar and in reduced foreign currency 
exposure. 


Finance Division income for 1979 benefited almost $8 million 
over 1978 from a lower effective income tax rate. Note 15, 
Page 43 explains changes in Provision for Income Taxes. 


Finance Division income for 1979 declined $1.9 million al- 
though improved underwriting results and higher investment 
income resulted ina $9.1 million gain for the Insurance Group. 
Consumer Finance Group income decreased $9.4 million in 
1979 as compared with a $4.7 million gain in 1978. Of the $15.1 
million 1978 increase in Finance Division income, the Insur- 
ance Group was responsible for about $11 million. 


Further information on the Finance Division is in the Finance 
section on Page 7, the Consumer Finance section on Page 12, 
and the BENICO section on Page 18. 


Management’s Discussion and Analysis of the Statement of 
Income for the Savings and Loan Division is on Page 54 and for 
the Merchandising Division is on Page 61. 


————————— Sl 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 | Years Ended December 31 
(in millions) 1979 1978 1979 1978 1977 1976 1975 
Balance, Beginning of Period $743.8 $680.2 | $692.9 $637.5 $592.8 $529.8 $489.8 
Net Income Ley 23.4 AOA 98.3 85.7 100.4 73.4 
Total (57.5 703.6 794.0 735.8 678.5 630.2 563.2 
Dividends on Capital Stock 
Preferred 3.4 9 8.2 5.8 6.4 7.4 9.6 
Common 10.9 9.8 42.6 aT 34.6 30.0 23.8 
Total Dividends 1a3 TOs 50.8 42.9 41.0 37.4 33.4 
Balance, End of Period $743.2 $692.9 | $743.2 $692.9 $637.5 $592.8 $529.8 
Statement of Capital Surplus 
(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
(in millions) 1979 1978 1979 1978 1977 1976 1975 
Balance, Beginning of Period $62.2 $61.7 $61.8 $61.3 $49.0 $40.2 $39.7 
Excess of stated value of $5.50 
Dividend Cumulative Convertible 
Preferred Stock over par value 
of Common Stock issued upon 
conversion — ‘| 2 45) 4 8.6 4 
Excess of stated value of $4.30 
Dividend Cumulative Preferred 
Stock over par value of Common 
Stock issued upon conversion — — — — 11.6 — — 
Miscellaneous (.4) — (2) 2 3 2 4 
Balance, End of Period $61.8 $61.8 $61.8 $61.8 $61.3 $49.0 $40.2 


See Notes to Financial Statements. 
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Beneficial Corporation and Consolidated Subsidiaries 


Statement of Changes in Financial Position 


(Unaudited) 
Three Months 
Ended December 31 


Years Ended December 31 


(in millions) 1979 1978 1979 1978 LG 1976 
Source of Funds 
Operations 
Net Income Soi oak $23.4 1° 101.1 $ 98.3 DUNE OOAN $ 100.4 
Non-cash charges (credits) to 
income 
Provision for credit losses 
(before offsetting recoveries) 39.8 Zia ATO:9 78.8 72.9 66.8 
Increase (decrease) in unpaid 
expenses (4.5) (9.3) 20.8 1123 3.6 (ct) 
Increase (decrease) in 
insurance reserves 13.4 19.1 58.8 32.9 59.9 20,0 
Depreciation, amortization, and 
other 3.9 as 13.4 8.1 6.8 6.3 
Unrealized foreign exchange 
loss (gain) ORS, (.3) ira han (3.8) 1.3 
Deferred income taxes 6.8 thee: 7.8 220 5.9 (1.4) 
Undistributed net loss (income) 
of non-consolidated 
subsidiaries (6.1) ives! (17.1) (2.4) (4.0) CAA) 
Funds provided by 
operations 69.5 64.8 294.0 231.3 2330 187.0 
Collections of principal of finance 
receivables 464.8 358.4 1,736.4 1,423.3 1,184.6 1,014.2 
Increase (decrease) in short-term debt 80.6 217.9 160.8 106.2 112.4 (7.6) 
Increase (decrease) in accounts 
payable 3.3 10.8 29.1 23.3 16.3 (14.6) 
Redeemable preferred stock issued 103.0 — 103.0 — — — 
Long-term debt issued 542.6 4.0 1,068.6 39211 494.9 290.5 
Other (56.1) (22.6) (123.6) (52.0) (34.0) 2.4 
1,197.9 $633.3 $3,268.3 $2,124.2 $2,007.2 $1,471.9 
Application of Funds 
New funds lent to customers $ 764.8 $604.5 $2,443.2 $1,942.2 $1,488.3 $1,253.4 
Principal of finance receivables 
purchased 2.6 See 13377 20:7 203.0 90.5 
Increase (decrease) in investments— 
securities (at carrying amount) 3.0 avo 129.1 106.4 105.5 (24.7) 
Long-term debt paid 192.4 — ao lth 36.0 120.9 Ve0r0 
Increase (decrease) in advances to 
Merchandising Division bas 6.6 24.9 (61.2) 48.5 (39.7) 
Investment in Savings and 
Loan Division a 2.4 70.6 elie — aS 
Capital and Southwestern acquisitions 
(Note 18) 184.3 — 184.3 — — oS 
Dividends on capital stock 14.3 10:7, 50.8 42.9 41.0 37.4 
$1,197.9 $633.3 | $3,268.3 $2,124.2 $2,007.2 $1,471.9 


See Notes to Financial Statements. 
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1975 


$ 73.4 


Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements 


1. Significant Accounting Principles and Practices 


a) Basis of Consolidation. The consolidated financial state- 
ments include, after inter-company eliminations, the accounts 
of all significant subsidiaries except those comprising the 
Savings and Loan Division and the Merchandising Division, 
which are included on the equity method. Financial statements 
for the Savings and Loan Division and for the Merchandising 
Division are presented elsewhere in this report. 


Certain prior year amounts have been reclassified to conform 
to 1979 presentation. 


b) Finance Operations. The financial statements, except for 
consumer finance revenue, are prepared on the accrual basis. 


Unearned finance charges generally are taken into income as 
earned and collected under the Rule of 78ths method. Income 
from interest-bearing direct cash loans is taken into income 
as collected. 


Receivables considered uncollectible or to require dispropor- 
tionate collection costs are charged monthly to the Reserve for 
Credit Losses, but collection efforts generally are continued. 


c) Insurance Operations. Insurance subsidiaries are engaged 
primarily in credit life, credit accident and health, and property 
and liability insurance. 


Insurance policy acquisition costs are deferred and amortized 
over the lives of the policies in relation to earned premium. 


Premiums on credit life and credit accident and health insur- 
ance are generally taken into income as earned under the Rule 
of 78ths. Premiums on property and liability insurance are 
taken into income on the straight-line method. 


d) Valuation of Investments—Securities. Debt securities are 
carried at amortized cost. Equity securities (substantially all 
marketable) generally are carried at market value. The carry- 
ing amount of marketable equity securities is adjusted from 
cost to market value through a valuation allowance, the change 
in which is not reflected in Net Income but directly in 
Shareholders’ Equity. (See Note 5.) 


e) Translation of Foreign Currencies. Assets, including 
immaterial amounts of property and equipment and related 
accumulated depreciation, and liabilities in foreign currencies 
are translated to U.S. dollar equivalents at the market rates at 
each Balance Sheet date. Translation of foreign operating 
results is at the average market rates for each period covered 
by the Statement of Income. The net gain or loss is credited or 
charged to income. 


t) Interest Expense, after Income Taxes, Related to Investment 
in Subsidiaries. Interest expense related to investment in 
subsidiaries which are not a part of the Finance Division is 
removed from interest expense of the Finance Division and is 
shown, net of taxes, as a separate item. Similarly, interest 
expense related to the investment in the Insurance Group has 
been removed from interest expense of the Consumer 
Finance Group (page 50), but remains in expense of the 
Finance Division (see Note 19). 
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The aggregate expense reflects the cost of funds used to ac- 
quire various subsidiaries as well as interest on funds bor- 
rowed by the parent company to pay dividends applicable to 
those subsidiaries to the extent that the subsidiaries have not 
paid dividends at the same payout ratio as the parent company. 


This presentation results in a more meaningful measure of 
profitability of the Consumer Finance Group and the Finance 
Division, as such interest expense is a common expense of the 
Company rather than applying to a particular division. 


g) Amortization of Excess Cost of Net Assets Acquired. 
Excess Cost for acquisitions before November 1, 1970 is not 
being amortized. For significant acquisitions subsequent to 
that date, Excess Cost is being amortized over 40 years. 


2. Transfers of Subsidiaries 


At December 31, 1979 First Texas distributed the stock of FTS 
Life Insurance Company, a wholly-owned subsidiary, as a 
dividend in the amount of $2.3 million to Beneficial Corpora- 
tion. The operations of FTS Life for the year 1979 are included 
in the statement of income of the Savings and Loan Division. 
Its assets and liabilities at December 31, 1979 are included in 
the consolidated balance sheet. 


At December 31, 1979 Spiegel distributed the stock of 
Guaranteed Equity Life Insurance Company, a wholly-owned 
subsidiary, as a dividend in the amount of $7.8 million to 
Beneficial Corporation. The operations of Guaranteed Equity 
Life for the year 1979 are included in the statement of income of 
the Merchandising Division. Its assets and liabilities at Decem- 
ber 31, 1979 are included in the consolidated balance sheet. 


At December 31, 1979 Western Auto distributed the stock of 
Western Acceptance Company, a wholly-owned subsidiary 
engaged in the purchase of customer receivables generated 
by Western Auto retail stores and associate stores, as a divi- 
dend in the amount of $68.1 million to Beneficial Corporation. 
Under an agreement between Western Auto and Western Ac- 
ceptance, Western Auto remains liable for losses on customer 
receivables and guarantees Western Acceptance minimum 
earnings before income taxes and fixed charges on debt of at 
least 150% of such fixed charges. The operations of Western 
Acceptance for the year 1979 are included in the statement of 
income of the Merchandising Division. Its assets and liabilities 
at December 31, 1979 are included in the consolidated bal- 
ance sheet. (See Note 4.) 


On January 1, 1980 Beneficial Corporation contributed the 
stock of Midland International Corporation, a wholly-owned 
subsidiary, to Western Auto. Midland continues to be part of 
the Merchandising Division. 


Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (continued) 


3. Cash 

Cash at December 31 consists of the following: 

(in millions) 1979 1978 

On Hand and Unrestricted Deposits $27.1 $ 3.7 

Compensating Balances 25.4 34.6 
Total Cash $52.5 $38.3 


Compensating balance requirements in 1979 and 1978 gen- 
erally have been the greater of 10% of the bank line of credit or 
20%. of actual borrowings. Effective December 31, 1979 such 
requirements generally are 7% compensating balances on 
one-half the bank line of credit with a %2 % per annum fee on 
the remainder. 


4. Finance Receivables and Receivables Purchased From 
Western Auto 


The amount of and maximum term in months (from origination) 
of Finance Receivables at December 31 are as follows: 


Maximum 

Amount Term 

(in millions) 1979 1978 1979 1978 
(months) 

Direct Cash Loans: 
Dollar-cost $2,857 $2,288 180 180 
Interest-bearing The 911 180 180 
All Loans 4,234 3,199 

Sales Finance Contracts 553 295 60 60 
Bank Credit Card Receivables 92 65 36 36 
Lease Receivables 100 19 300 84 


Total Finance 


Receivables $4,979 $3,578 


Scheduled contractual payments of Finance Receivables, 
excluding bank credit card receivables, to be received after 
December 31, 1979 are as follows: 


1980 1981 1982 1983 Beyond 
Direct Cash Loans: 
Dollar-cost 438% 32% 16% 6% 3% 
Interest-bearing 27 21 18 16 18 
All Loans ih 28 NTA 9 9 
Sales Finance Contracts 65 24 if 2 2 
Lease Receivables 13 12 12 11 i 7 
Total 40 27 16 8 9g 


The above tabulation of scheduled contractual payments is not 
a forecast of collections. Collections of principal of Finance 
Receivables amounted to $1,736.4 million for 1979 and 
$1,423.3 million for 1978. 


The percentage of monthly cash principal collections to aver- 
age monthly balances was 4.37% for 1979 and 4.43% for 1978. 


40 


The Company (through Western Acceptance) purchases re- 
ceivables from Western Auto with recourse. The reserve for 
credit losses applicable to these receivables is maintained by 
Western Auto. The accounts had a weighted average remain- 
ing maturity of 10 months at December 31, 1979. 


5. Investments—Securities 


These are held principally by the Insurance Group as long- 
term investments. Equity securities had a cost of $99.6 million 
at December 31, 1979 and $57.8 million at December 31, 1978. 


Investments—Securities at December 31 consist of the 
following: 


1979 1978 

Carrying Market Carrying Market | 

(in millions) Amount Value Amount Value | 
Debt Securities: 
Certificates of | 
Deposit $60.3 $ 60.3 $121 $ 12.78 
Commercial Paper 27.1 27.1 19.3 19.4% 
U.S. Government | 
Obligations 80.5 80.3 3.8 3.6 : 
Foreign Government 
and Agency | 
Obligations T2003 67.4 64.8 63.8 | 
Municipal Bonds 276.2 238.7 218.4 208.8 | 
Convertible Bonds 18.3 16.0 21.6 20.4 
Non-Convertible | 
Bonds 142.8 130.5 64.2 59.3} 
Other 93.9 93.9 9.0 9.0. 
Tiaenen 4:2 413.2 396.3 | 

Equity Securities: | 
Preferred Stocks 55.5 seh Seal 32.19) 
Convertible 
Preferred Stocks 2.1 Ze di a) 
Common Stocks 28.8 28.8 17.9 17.9% 
86.4 86.4 50.7 50.4 | 

Total Investments— | 
Securities $857.8 $800.6 $463.9 $447.0 


Net Unrealized Loss on Equity Securities at December 31 is 


as follows: | 
1 


(in millions) 1979 1978 © 
Unrealized Losses $13.6 $7.5 
Less Unrealized Gains (.4) (.4) 
Net Unrealized Loss $13.2 $7.1 


Realized gains and losses, determined on the specific cost 
identification basis, are not material. 


6. Receivable from Merchandising Division 


At December 31, 1979 and 1978, $102.0 million and $67.7 
million of these amounts are receivable from Fairfax Family 


Fund, Inc., aconsumer loan subsidiary of Spiegel, Inc. 


7. Other Assets 
At December 31 these consist of the following: 


(in millions) 1979 1978 
Accrued Interest on Investments SG, $ 10.6 
Deferred Income Tax Benefits 18.4 7.6 
Excess Cost of Net Assets Acquired 141.1 41.3 
Insurance Premiums Receivable 45.3 35.9 

Unamortized Insurance Policy 
Acquisition Costs 61.9 26.5 
Unamortized Long-Term Debt Expense 19.8 13.9 
Other oe fy 25.9 
Total Other Assets $358.4 $161.7 


The remaining Excess Cost of Net Assets Acquired being 
amortized at December 31, 1979 and 1978 is $114.4 million 


and $14.6 million. 


8. Short-Term Debt 


At December 31 such debt consists of the following: 


(in millions) 1979 1978 
Banks: 
Line of Credit Loans $319.7 $190.1 
Demand Master Note 28.0 9.8 
B4(c7 199.9 
Commercial Paper 582.2 279.0 
Total Short-Term Notes 929.9 478.9 
Employee Thrift Accounts 47.6 41 A 
Total Short-Term Debt $977.5 $520.0 


Short-Term Notes at December 31, 1979 include a total of 


$203.0 million issued by Capital Financial Services Inc., South- 


western Investment Company, and Western Acceptance 


Company. 
Data for Short-Term Notes for the years ended December 31 
are: 
(in millions) 1979 1978 
Maximum amount at any month end $929.9 $478.9 
Daily average amount 566.6 254.7 
Average actual interest rate: 
U.S. dollar borrowings 12.14% 8.44% 
Foreign currency borrowings 11.47 9.07 
Overall 11.96 8.71 
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The average interest rates on Short-Term Notes outstanding at 
December 31, without giving effect to compensating balances 


at banks, and maturities were as follows: 


1979 1978 
Average Interest Rates: 
Banks: 
U.S. dollars 15.43% 11.89% 
Foreign currencies 12.83 8.68 
Overall 14.64 10.72 
Demand Master Note 12.25 10.25 
Commercial Paper: 
U.S. dollars 13.46 10.32 
Foreign currencies 12.08 10.37 
Overall pis ReZe 10.33 
Maturities (in days): 
Banks 1-365 1-365 
Commercial Paper 15-180 15-210 
At December 31 bank lines of credit are as follows: 
(in millions) 1979 1978 
Loans Sid 1 Oy $190.1 
Unused Portion 784.2 299.0 
Total Bank Lines $1,103.9 $489.1 
9. Accounts Payable and Accrued Liabilities 
At December 31 these consist of the following: 
(in millions) 1979 1978 
Accrued Interest $ 65.6 $ 42.3 
Dealer Reserves 24.2 16.2 
Income Taxes Payable 15.9 id 
Insurance Premiums Payable 65.7 46.5 
Other rae.’ Stay f 
Total Accounts Payable and 
Accrued Liabilities $242.4 $140.4 


10. Long-Term Debt and Restrictions on Use of Surplus 
Long-term debt outstanding at December 31 is as follows: 


(in millions) 1979 1978 
By Currency: 
United States $3,090. 1 $2,014.3 
Australian Ov. 41.9 
British ls 44 
Canadian 154.1 121.8 
New Zealand 2.0 — 
Swiss —_ 6.2 
West German 2 ieee 23.0 
Total 3,341.1 221153 
Unamortized Discount (16.4) (143) 
Total Long-Term Debt $3,324.7 $2,210.0 


Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (continued) 


(in millions) 1979 1978 
By Maturity: 
1979 $ er $ 195.6 
1980 170.8 130.6 
1981 114.0 Btee 
1982 82.0 8.9 
1983 197.9 TST) 
1984 582.2 TO2S7 
1985-89 1,195.8 507.6 
1990-94 357.9 343.1 
1995-99 190.5 190.5 
2000-08 450.0 450.0 
Total 3,341.1 Atlee 
Unamortized Discount (16.4) (1.3) 
Total Long-Term: Debt $3,324.7 $2,210.0 
Subordinated Debt Included Above $161.4 $100.0 
Weighted Average Annual Interest Rate 
on Debt Outstanding atEndof Year 8.44% 7.56% 


Long-Term Debt at December 31, 1979 includes $560.0 million 
for which the holder may elect payment prior to maturity. Such 
debt is shown above in the earliest year it could become pay- 
able. The average life of all the Company's long-term debt is 
11.1 years assuming holders tender at the earliest date, and 
16.1 years if all debt is held to ultimate maturity. 


Certain of the indentures and agreements relating to the Com- 
pany’s long-term debt contain covenants restricting payment 
of dividends (other than stock dividends) and the purchase 
and retirement of the Company's capital stock. At December 
31, 1979 and 1978 the amounts of all unrestricted surplus 
(Capital Surplus and Retained Earnings), under the most re- 
strictive of these covenants, are approximately $650 million 
and $240 million. 


11. Foreign Operations 


Significant data at December 31 regarding amounts denomi- 
nated in foreign currencies and foreign operations for the years 
then ended, after translation to U.S. dollar equivalents, are: 


(in millions) 1979 1978 
Assets $596.8 $489.2 
Liabilities 534.7 391.9 
Net Assets $ 62.1 $ 97.3 
Income before Foreign 
Exchange Gain (Loss): 
Before Income Taxes $26.3 $31.2 
% of Finance Division total 16.8% 17.7% 
After Income Taxes $16.4 $20.2 
% of Finance Division total 16.6% 22.3% 


12. Redeemable Preferred Stock 


The Company has 500,000 authorized shares of no par value 
preferred stock issuable in series, 125,000 of which are the 
9.25% Series. In November 1979 the Company issued 103,000 
of 9.25% Series Preferred Stock at $1,000 per share; all are 
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outstanding at December 31. Dividends, which are cumulative, 
are payable quarterly at $23.125 per share. Beginning 
November 15, 1985 and annually thereafter through Novem- 
ber 15, 1999, the Company is required to redeem 8,333 

shares of the 9.25% Series Preferred Stock through a sinking 
fund at a price of $1,000 per share plus accrued dividends. 
Sinking fund payments are cumulative. The Company may, at 
its option, increase the sinking fund payment by 8,333 shares 
annually up to an aggregate of 43,750 shares. Unless dividend 
and sinking fund payments on this Preferred Stock are current, 
the Company may not pay dividends or make other distribu- 
tions or purchase, redeem, or retire any issues of stock junior 
to this issue. The Company has the right to redeem the 9.25% 
Series Preferred Stock beginning November 15, 1989 at an ini- 
tial redemption price of $1,043.82 per share plus accrued divi- 
dends and ata price declining ratably thereafter to $1,000 

per share. 


Upon the arrearage of six quarterly dividends on any series of 
the Preferred Stock the holders of the 9.25% Series Preferred 
Stock, with the holders of other series of the Preferred Stock 
voting as a class, would be entitled to elect two members of 
the Board of Directors. 


An additional 22,000 shares of the 9.25% Series, subscribed 
at December 31, 1979, were issued February 1, 1980. 


13. Capital Stock 


At December 31 the number of shares of capital stock is as 
follows: 


Issued and Outstanding 1979 1978 


Preferred—no par value 
(issuable in series). 
Authorized, 500,000: 

9.25% Series 
Redeemable Preferred 

5% Cumulative Preferred— 
$50 par value. 
Authorized, 585,730 

$5.50 Dividend Cumulative 
Convertible Preferred— 
no par value—$20 stated 
value (each share convertible 
into 4.5 shares of Common; 
maximum liquidation value, 
$10.7 million and $12.3 million). 
Authorized, 1,164,077 

$4.50 Dividend Cumulative 
Preferred—$100 par value. 
Authorized, 103,976 

$4.30 Dividend Cumulative 
Preferred—no par value— 
$100 stated value. 
Authorized, 1,069,204 

Common—$1 par value. 
Authorized, 60,000,000 


After deducting treasury shares: 
a) LS Oke 
b) 4,796,053 


103,000 None 


407,718(a 407,718(a 


107,238 123,370 


103,976 103,976 


836,585 836,585 


22,104,445 (b  22,021,691(b 


178,012 
4,806,225 


Of the authorized shares shown above as of December 31 : 
1979, a total of 482,571 shares of Common is issuable upon 
conversion of $5.50 Preferred. 


14. Employee Retirement Plans 


Substantially all employees of the Company and consolidated 
subsidiaries are covered by one or more of several retirement 
plans. The plans are fully funded, except for immaterial 
amounts of unfunded past service costs resulting from the 
merger of the retirement plan of Capital Financial Services 
Inc. with the Company’s retirement plan. The assets of the re- 
tirement plan of Capital exceed vested benefits. Total expense 


for the plans was $5.3 million for 1979 and $4.4 million for 1978. 


15. Taxes on Income 


The Company files a consolidated U.S. federal income tax 
return with all eligible subsidiaries, including the eligible mer- 
chandising subsidiaries. The Provision for Income Taxes for 
the Finance Division is comprised of: 


(in millions) 1979 1978 
United States: 
Current $33.6 $56.1 
Deferred (1.8) 49 
Investment Tax Credit Deferred 10.8 — 
Total U.S. 42.6 61.0 
Foreign: 
Current 8.7 tise. 
Deferred (1.2) (2.3) 
Total Foreign von 52 
Total U.S. and Foreign 50.1 66.2 
State and Local Pr 6.4 
Total DO $72.6 


Deferred taxes result from timing differences in the recogni- 
tion of income and expense for tax and financial statement 


purposes and relate to: 
(in millions) 1979 1978 
Differences between cash and 

accrual basis $ 3.2 $ (1.1) 


Insurance Benefits Provided 4 (.5) 


Insurance Policy Acquisition Costs 2.9 q: 
Reserve for Credit Losses (7.6) — 
Unrealized Foreign Exchange Gain 
(Loss) (1.8) a0 
Other (.1) (.7) 
Total $ (3.0) $2.6 
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A reconciliation between the expected and the effective U.S. 
and foreign tax rates on Finance Division Income before 
Income Taxes follows: 


1979 1978 
Expected Tax Rate 46.0% 48.0% 
Increases (Decreases) in Tax Rate 
Resulting from: 
Income of insurance subsidi- 
aries taxed at lower effective 
rates (9.9) (8.9) 
State and local income taxes (2.1) (2.0) 
Unrealized and untaxed foreign 
exchange gains and losses (.6) 1.8 
Application of foreign 
tax credits es (1.7) 
Investment tax credit (.9) (.7) 
Other (.6) lee 
Effective Tax Rate 31.9% 38.0% 


U.S. income taxes generally have not been provided on re- 
tained earnings of foreign subsidiaries, as such retained 
earnings are expected to be permanently invested in foreign 
countries. 


16. Leases 


There are 2,500 real estate leases which generally have an 
original term of five years with renewal option for a like term. 
Data processing equipment lease terms range from one to 
seven years and generally are renewable. The minimum rental 
commitments under non-cancelable leases at December 31, 
1979 are as follows: 


(in millions) 
1980 $16.7 
1981 125 
1982 10.2 
1983 6.5 
1984 3.4 
1985 thru 1989 4.0 
Thereafter 9 
Total $55.2 


17. Earnings Per Common Share 


Earnings per Common Share is computed on the basis of aver- 
age shares outstanding and their equivalents after deducting 
dividend requirements on Preferred Stocks. None of the Pre- 
ferred Stocks are common stock equivalents. 


Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (continued) 


18. Acquisitions/Divestitures 


The Company began acquisition of the outstanding stock of 
First Texas Financial Corporation (now the Savings and Loan 
Division) in July 1978, held 24.1% at December 31, 1978, and 
acquired the remaining shares on April 6, 1979. In mid- 
December 1979 the Company acquired Capital Financial 
Services Inc. and the consumer finance and insurance opera- 
tions of Southwestern Investment Company. Results of 
operations of Capital and Southwestern, except consumer 
finance offices to be divested, are included in the Finance 
Division from that time. 


A final judgement in consent proceedings entered into by the 
U.S. Justice Department and the Company relating to the ac- 
quisition of Southwestern and Capital requires the divestiture 
of 136 of the 456 consumer finance offices acquired. The Com- 
pany has entered into an agreement in principle for the sale of 
the offices to be divested. Completion of the sale is subject to 
approval of the U.S. Justice Department, the Federal Reserve 
Board and others, and is also subject to various conditions. 
The net amount estimated to be received upon such divestiture 
is shown on the balance sheet as Acquired Assets to be 
Divested, which includes the acquired net assets of the offices 
to be divested, the estimated results of their operations until 
the expected date of divestiture, and a share of the excess cost 
of net assets acquired as provided in the agreement. Any gain 
or loss on disposition will be reflected in unamortized excess 
cost of the retained operations. 


The acquisitions, accounted for as purchases, (net of divesti- 
tures) were as follows: 


Excess 
(in millions) Cost Cost 
First Texas § 91.8 $52.3 
Capital 110.7 16.2 
Southwestern 73.6 Sloat 


Excess Cost, as shown above, is being amortized on the 
straight-line basis over 40 years. 


Purchase accounting adjustments, net of tax effect, of $28.5 
million relating to the value of mortgage loans of First Texas 
are being amortized under the Rule of 78ths method over nine 
years. Income from the Savings and Loan Division for the 
years ended December 31, 1979 and 1978 consists of the 
Company's portion of net income of First Texas which amounts 
to $9.0 million and $1.7 million, plus purchase accounting ad- 
justments of $3.6 million and $.8 million. 


The following table presents pro-forma results as if the acqui- 
sitions, net of divestitures, had been made on January 1, 1978. 


(in millions) 1979 1978 
Net Income $107.4 Shion 
Earnings per Common Share 4.53 4.95 


Pro-forma adjustments include interest on debt issued for the 
acquisitions, purchase accounting adjustments, and related 
income tax adjustments. 
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19. Interest Expense, after Income Taxes, Related to 
Investment in Subsidiaries 


The effect of the treatment for interest expense as set out in 
Note 1f for the years ended December 31 is summarized as 
follows: 


(in millions) 1979 1978 
Net Income: 
Finance Division: 
Consumer Finance Group $ 53.4 $ 62.8 
Insurance Group 50.4 41.3 
Interest Expense, after Income 
Taxes, Related to Investment 
in Insurance Group (4.2) (2.6) 
Income from Finance Division 99.6 101.5 
Income from Savings and Loan 
Division 12.6 ag 
Income from Merchandising 
Division 3.5 4.3 
Interest Expense, after Income Taxes, 
Related to Investment in 
Non-Consolidated Subsidiaries (14.6) (10.0) 
Total $101.1 


20. Capitalization of Interest Cost 


Financial Accounting Standards Board Statement No. 34 
requires interest to be capitalized on assets being constructed 
for an enterprise’s own use, effective January 1, 1980. In 1979 
the Company began construction of office buildings, expected 
to be ready for occupancy in 1981, and has elected to begin 
capitalization of interest in 1979, as permitted. During 1979 
the total amount of interest cost incurred was $266.4 million, 
of which $.8 million has been capitalized. 


21. Quarterly Financial Data 


Selected quarterly financial data required by Securities and 
Exchange Commission rules are included (unaudited) in Sup- 
plemental Information—Data by Calendar Quarter, Page 70. 


$ 98.3 


22. Information about Operations in Different 
Geographic Areas 


Information about operations in different geographic areas 
of the Finance Division for the years ended December 31 and 
assets of the Company and consolidated subsidiaries at 
December 31 is as follows: 


Bre: United Other Elimi-  Consoli- 
(in millions) States Canada Foreign nations dated 
Revenue from Unaffiliated Customers $ 836.2 $202.5 $ 94.1 $ 982.9 
Transfers among Geographic Areas eS aw $ (21.2) 

Total stow IG 52:6 99.8 (21.2) 982.9 
Operating Profit : 138.7 ond hoe 165.0 
Foreign Exchange Gain (Loss) (2.9) 2.8 of 6 
General Corporate Expenses (8.7) 
Income Before Income Taxes 156.9 
Identifiable Assets at December 31, 1979 4,907.3 223.1 638.9 (261.7) B06 
Investments in and Advances to Non-Consolidated 

Subsidiaries Bilsa3 
Corporate Assets 10.4 
Total Assets at December 31, 1979 $6,031.3 
1978 
(in millions) 

Revenue from Unaffiliated Custorners $ 644.5 $ 51.4 + foo $ 769.5 
Transfers among Geographic Areas 13.5 $413.5) 

Total 658.0 51.4 73.6 (13:5) 769.5 
Operating Profit 151 2 16.6 14.6 182.4 
Foreign Exchange Gain (Loss) 10.2 (14.4) 2.0 (2.2) 
General Corporate Expenses (6.1) 
Income Before Income Taxes 174.1 
Identifiable Assets at December 31, 1978 F 2,954.7 224.4 352.4 (136.0) 3,395.5 
Investments in and Advances to Non-Consolidated 

Subsidiaries 471.7 
Corporate Assets 14.1 
Total Assets at December 31, 1978 $3,881.3 


Amounts eliminated among geographic areas consist of inter- 
est and service fees paid to U.S. affiliates. Operating profit is 
total revenue less operating expenses (including interest ex- 
pense), but before foreign exchange gain (loss), general 
corporate expenses, and provision for income taxes. 
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Identifiable assets are those assets identified with the opera- 
tions in each geographic area. Corporate assets are principally 
cash. 


Beneficial Corporation and Consolidated Subsidiaries 
Notes to Financial Statements (concluded) 


23. Information about Industry Operations of the 
Finance Division 
Information about industry operations of the Finance Division 


for the years ended December 31 and assets of the Company 
and consolidated subsidiaries at December 31 is as follows: 


1979 Consumer Insurance 

(in millions) Finance Group 

Revenue from Unaffiliated Customers $ 720.8 $262.1 

Intersegment Revenue APRS) (1.6) 
Total We any 260.5 

Operating Profit HOtea 63.9 

Foreign Exchange Gain (Loss) a1! Ov) 

General Corporate Expenses 

Income Before Income Taxes 

Identifiable Assets at December 31, 1979 4,997.0 950.1 

Investments in and Advances to Non-Consolidated 

Subsidiaries 

Corporate Assets 

Total Assets at December 31, 1979 

1978 

(in millions) 

Revenue from Unaffiliated Customers $ 589.1 $180.4 

Intersegment Revenue 9.7 (tet) 
Total 598.8 179.3 

Operating Profit 132.6 49.8 

Foreign Exchange Gain (Loss) (3.4) 1.2 

General Corporate Expenses 

Income Before Income Taxes 

Identifiable Assets at December 31, 1978 3,229.5 497.0 


Investments In and Advances to Non-Consolidated 
Subsidiaries 
Corporate Assets 


Total Assets at December 31, 1978 


Amounts eliminated between industry segments are princi- 
pally revenue of consumer finance subsidiaries derived from 
insurance activities with affiliated insurance companies and 
insurance reserves applicable to Finance Receivables. 
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Elimi- 
nations 


$ (10.3) 
(10.3) 


(439.5) 


$ (8.6) 
(8.6) 


(331.0) 


Consoli- 
dated 


$ 982.9 


82.9 
165.0 
6 

(8.7) 
156.9 
5,007.6 


513.3 
10.4 


$6,031.3 


$ 769.5 


769.5 
182.4 
(2.2) 


(6.1) 
174.1 


3,395.5 


471.7 
14.1 


$3,881.3 


Beneficial Corporation and Consolidated Subsidiaries 
Accountants’ Opinion 


The Board of Directors and Shareholders 
of Beneficial Corporation 


We have examined the balance sheets of Beneficial Corpora- 
tion and Consolidated Subsidiaries as of December 31, 1979 
and 1978 and the related statements of income, retained 
earnings, capital surplus, and changes in financial position 
for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered neces- 
sary in the circumstances. We did not examine the financial 
statements of Capital Financial Services Inc., Southwestern 
Investment Company or Western Acceptance Company (all 
consolidated subsidiaries acquired in December 1979) which 
statements reflect assets amounting to $487.6 million, $463.2 
‘million, and $166.2 million respectively at December 31, 1979. 
We also did not examine the financial statements of the Mer- 
chandising Division or of the Savings and Loan Division, the 
equity in net assets and net income of which are set forth in the 
accompanying financial statements. The financial statements 
of such companies were examined by other auditors whose 
reports thereon have been furnished to us, and our opinion 
expressed herein, insofar as it relates to the amounts included 
for such companies, is based solely upon the reports of the 
other auditors. We have previously examined and expressed 
our unqualified opinions on the consolidated financial state- 
ments for each of the three years ended December 31, 1977 
from which the comparative financial information on 
Pages 35through 38 was prepared. 


In our opinion, based upon our examinations and the reports 
of other auditors referred to above, such statements present 
fairly the financial position of Beneficial Corporation and 
Consolidated Subsidiaries at December 31, 1979 and 1978 
and the results of their operations and changes in their finan- 
cial position for the years then ended, in conformity with 
generally accepted accounting principles applied on a con- 
sistent basis. Also, in our opinion, the comparative financial 
information referred to above presents fairly in all material 
respects the information set forth therein on a basis consistent 
with the financial statements for 1979 and 1978. 


DELOITTE HASKINS & SELLS 


Morristown, New Jersey 
February 15, 1980 
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Beneficial Corporation and Consolidated Subsidiaries 
Supplementary Financial Data Adjusted for General Inflation 


(in millions) As stated Adjusted for 

inthe General Inflation 
Year Ended December 31, 1979 Financial Statements (in average 1979 dollars) 
Revenue $982.9 $982.9 
Depreciation of Property and Equipment (7.4) (10.5) 
Other Operating Expenses (819.2) (819.2) 
Operating Income 156.3 153.2 
Foreign Exchange Gain (Loss) 6 6 
Income Before Income Taxes 156.9 153.8 
Provision for Income Taxes Ves} 57,3 
Income from Finance Division 99.6 96.5 
Income from Savings and Loan Division 12.6 11:9 
Income (Loss) from Merchandising Division 3:5 (24.0) 
Interest Expense, After Income Taxes, 

Related to Investment in Non-Consolidated Subsidiaries ‘ (14.6) (14.6) 
Net Income $101.1 $69.8 
Gain (Loss) from Decline in Purchasing Power of Net Monetary Assets Held $ (30.1) 
(in millions of average 1979 dollars) 
Years Ended December 31 1979 1978 1977 1976 yds 
Revenue $982.9 $856.0 $767.0 $685.0 $620.0 
Net Income 69.8 
Gain (Loss) from Decline in Purchasing Power 

of Net Monetary Assets Held (30.1) 
Net Assets at Year End 983.4 
Per Common Share 
Earnings 2.83 
Cash Dividends 1.95 1.89 1.92 1.83 1.69 
Market Price at Year-End 24.94 24.51 24.68 33.83 23.04 
Average Consumer Price Index 217.4 195.4 is hiKe: 17035 hehe? 


Notes 


Basis of Preparation 


The financial statements are prepared on the basis of historic 
prices in effect when the transactions occurred. The supple- 
mentary financial information required by Financial Account- 
ing Standards Board Statement No. 33 discloses certain 
effects of inflation on the Company’s property and equip- 
ment, and equity in the Savings and Loan and Merchandising 
Divisions. The supplemental data is expressed in average 
1979 dollars and reflects adjustments for changes that have 
occurred in the purchasing power of the dollar as measured 
by the Consumer Price Index for all Urban Consumers (CPI-U). 
Certain information relating to years ended before December 
31, 1979 is impractical to obtain. 


Data Adjusted for General Inflation 


Depreciation expense was calculated using the same meth- 
ods and useful lives used in the financial statements. Equity in 
the Savings and Loan and Merchandising Divisions reflects 
adjustments to depreciation and, for the Merchandising 
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Division only, cost of goods sold. The Statement requires that 
no adjustments be made to provision for income taxes. 


Current Cost 


The Statement permits the first presentation of information on 
a Current cost basis in the 1980 annual report. Management 
believes that there is no material difference between income as 
adjusted for general inflation (constant dollars) and as ad- 
justed for changes in specific prices (Current cost) for is 
Finance and Savings and Loan Divisions. 


Redeemable Preferred Stock 


For purposes of calculating the loss from the decline in pur- 
chasing power of net monetary assets held and net assets at 
December 31, 1979, redeemable preferred stock is included 
with shareholders’ equity. If redeemable preferred stock had 
been classified as a monetary liability, the loss from the de- 
cline in purchasing power of net monetary assets held would 
be $29.1 million and net assets at December 31, 1979 would 
be $885.7 million. 


Management's Discussion of Supplementary Financial Data Adjusted for General Inflation 


Statement 33 requires certain businesses to measure and 
report the effects of changing prices, using the methods of 
measurement and reporting formats prescribed. A supple- 
mentary computation of certain data adjusted for the effects 

of general inflation is required for 1979. This computation is 
referred to as the historic cost/constant dollar method since 

it adjusts historic costs reported on the primary financial 
statements to constant dollars using the CPI-U. This conversion 
to constant dollars does not change the historic cost basis 

of measurement, but changes only the unit of measurement. 


Effects of Inflation 


Since the Finance and Savings and Loan Divisions do not 
make large expenditures for property or produce or acquire 
goods for sale, the effects of changes in current costs of 
specific assets are not material. General inflation does, how- 
ever, affect these Divisions. As the rate of inflation increases, 
the cost of obtaining funds increases. These additional costs 
cannot initially be passed on to customers due to interest rate 
ceilings established by law. Over the short run, profits are 
adversely influenced during periods of rising inflation. 


General inflation also affects the Merchandising Division. 
The reduction in the purchasing power of the dollar causes 
wage rates to increase and other costs to climb. Costs to re- 
place existing inventory and property and equipment are in 
excess of the prices initially paid. 


Income Adjusted for General Inflation 


The table on Page 48 shows data in the first column which 
appears in the primary statements. The second column is 
derived by restating depreciation of the Finance Division 
and income from the Savings and Loan and Merchandising 
Divisions to historic cost/constant dollars. In converting 
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income from the Savings and Loan and Merchandising 
Divisions to constant dollars, depreciation of property and 
equipment and costs of goods sold were restated. Revenue 
and other expense items were not adjusted as these are 
assumed to have occurred proportionately to the CPI-U over 
the course of the year. 


Net income as adjusted for general inflation decreased due 

to reductions in operating income, and in income from the 
Savings and Loan and Merchandising Divisions. The decrease 
in operating income and in income from the Savings and Loan 
Division results from an increase in depreciation expense. The 
decrease in income from the Merchandising Division is due 

to an increase in depreciation expense and an increase in 

cost of goods sold. In calculating cost of goods sold the open- 
ing inventory balance is adjusted upwards to average 1979 
dollars and the ending inventory is adjusted downward to 
average 1979 dollars. The cost of purchases, which fluctuate 
seasonally, has been restated to average 1979 dollars ona 
quarterly basis. The higher opening inventory balance and the 
lower ending inventory balance, as well as the adjusted cost 

of purchases, result in increased cost of goods sold. 


A separate line is shown for Gain (Loss) From Decline In 
Purchasing Power of Net Monetary Assets Held. Net monetary 
assets are cash and claims to cash fixed in terms of dollars, 
less amounts owed, fixed in terms of dollars. Financial institu- 
tions are usually in a positive net monetary position. Conse- 
quently, they will usually show a purchasing power decline 
during periods of rising prices. This item is not included in the 
calculation of net income. 


Selected Supplementary Financial Data Adjusted for General 
Inflation. 


This shows the effect of adjusting selected historic cost/ 
nominal dollar data to average 1979 dollars. 


Net Assets at year-end 1979 are calculated by reducing share- 
holders’ equity by the historic cost/nominal dollar balance 

of property and equipment and converting the remainder to 
average 1979 dollars. To this figure is added the constant- 
dollar property and equipment balance. The decrease in his- 
toric cost/constant dollar net assets versus net assets as 
reported in the primary statements is due to the conversion of 
year-end shareholders’ equity (less property and equipment) 
from year-end 1979 dollars to average 1979 dollars. 


Since Statement 33 is experimental in nature, the data pre- 
sented herein should not be viewed as a precise calculation 
of the effect of inflation. 


Consumer Finance Group 
Statement of Income 


(Unaudited) 
Three Months 
Ended December 31 


(in millions) 


Revenue 
Expenses 
Interest 
Salaries and Employee Benefits 
Provision for Credit Losses 
(after offsetting recoveries) 
Advertising 
Depreciation of Property and 
Equipment 
Postage and Express 
Printing and Stationery 
Rent 
Telephone 
Travel 
Other 


Total 


Operating Income 
Foreign Exchange Gain (Loss) 


Income Before Income Taxes 
Provision For Income Taxes 


Years Ended December 31 


Net Income (Note 19) 


Supplemental Information 


During The Period 
Finance Receivables Charged Off 
(after offsetting recoveries) 


Annual Percentage Rate of Charges 


Collected 


Annual Percentage of Net Income to 


Average Finance Receivables 
At End of Period 
Number of Consumer Finance 
Offices 


1979 1978 | 1979 1978 
$197.2 $159.5 | $732.7 $598.8 
72.0 43.4 | 234.5 156.4 
43.8 33.6 | 159.6 129.7 

ey Nel 24.9 | 102.4 70.9 
5.6 6.5 22.2 17.9 
2.0 12 We 5.4 

2.5 oni 10.1 7.6 
1.6 2.0 9.4 TG. 
5.8 4.7 21.4 Ate 
4.9 3.8 17.5 13.8 
sak 2.1 10.1 8.3 
10.8 8.9 38.2 31.9 
189.4 133.2 | 632.6 467.4 
7.8 pater Ponta 131.4 
(1.1) 3 1.3 (3.4) 
6.7 26.6 | 101.4 128.0 
4.2 13.9 48.0 65.2 

$ 25 $ 12.7 | $ 53.4 $ 62.8 
$ 26.2 £ 15.4 $ivee $ 51.1 
21.80 es es eA: 21.72 
By 1.76 1.59 2.32 
2,399 1,939 
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O70 
$510.5 


gel by 
112.6 


1,890 


Insurance Group 
Statement of Income 


(Unaudited) 


Three Months 
Ended December 31 


Years Ended December 31 


(in millions) 1979 1978 1979 1978 1977 1976 1975 
Revenue 
Premiums Earned $62.9 $45.0.,| $217.6) $149,074 Sas FG Oss) Sos 
Investment Income (net) 9.5 6.6 33.6 23.8 18.1 10.7 8.5 
Other Income 4.0 qe 9.4 ene eit: 20 RS) 
Total 76.4 53.5 260.5 179.3 136.2 108% 78.5 
Benefits and Expenses 
Policy Benefits 45.8 26.3 136.0 86.7 70.4 56.9 42.3 
Commissions and Brokerage 14.2 13.6 59.6 36.1 Balad 19.0 aU 
Salaries and Employee Benefits 1.6 1.0 5.0 Zi 2.2 1.6 1:3 
Decrease (Increase) in Unamortized 
Policy Acquisition Costs (1.4) (3.8) (14.6) (4.1) (9.8) (4.4) (1.1) 
Licenses and Taxes 6 ah 4.0 3.0 Ae Hii 1.0 
Other Expenses 1.9 ee 6.6 44 SMe) 2.9 3.4 
Total 62.7 39.0 196.6 129.5 99.9 Lit 58.0 
Operating Income veers 14.5 63.9 49.8 36:3 25:8 20,5 
Foreign Exchange Gain (Loss) ie Cae (.6) Iz A 1.4 f 
Income Before Income Taxes 13.9 14.4 63.3 51.0 36.8 fl eo 20.6 
Provision For Income Taxes 3.4 Sel 12.9 Oi, 6.6 6.5 3.4 
Net Income (Note 19) $10.5 $11.3 | $ 50.4 Dial Sy 302 Se ies Siuay.2 
Supplemental Information 
During the Period 
Premiums Written $77.6 $60.4 $ 272.7 Se 10.2 $ 164.0 ee Roe] $ 88.5 
Ratio of Premiums Written to 
Shareholder’s Equity (annualized) 1.02 1.38 .89 98 1.23 1.09 1.18 
At End of Period 
Investments—Securities $ 762.4 A ee: Ge ee, $ 308.3 Sipe to oy eens} 
Unamortized Policy Acquisition Costs 61.9 26.5 p24 12 -¢ 9.3 
Total Assets 950.1 497.0 orei2 259.5 195.4 
Insurance Policy and Claim Reserves 913.7 233.3 199.6 141.2 114.7 
Shareholder’s Equity 304.9 174.8 133;5 104.5 Hoel 
Life Insurance in Force 6,954.0 4,468.9 3,940.7 3,603.6 LAT fala o 
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Savings and Loan Division 
Balance Sheet 


(in millions) 


aE nnn en ttt 


Assets 

Cash 

Certificates of Deposit 

Investment Securities (Notes 2 and 5) 

Loans Receivable (net) (Notes 3 and 5) 

Foreclosed Real Estate (at cost, less allowances 
for losses of $.3 and $1.2) 

Investment Real Estate (net) (Note 4) 

Federal Home Loan Bank Stock (at cost) (Note 5) 

Property and Equipment (at cost, less accumulated 
depreciation and amortization of $8.8 and $7.6) 

Other Assets 

Excess Cost of Common Stock of Subsidiaries (Note 1d) 


Total 


Liabilities and Shareholder’s Equity 
Savings Accounts (Note 6) 
Advances from Federal Home Loan Bank (Note 5) 
Notes Payable (Note 5) 
Advance Payments by Borrowers for Taxes and Insurance 
Payable to Beneficial Corporation (Note 8) 
Federal Income Taxes (Note 8) 
Current 
Deferred 
Other Liabilities 


Total Liabilities 


Shareholder’s Equity (including Retained Earnings 
of $67.6 and $56.3) (Notes 5, 7, and 8) 


Total 


See Notes to Financial Statements. 


da 


1979 


Deja eae 
Foal 0) 
89.5 

1,417.6 


as 
PALS 
16.4 


20.5 
6.5 
eo 


$1,613.7 


Die 
196.3 
cas 
10.5 

ee: 


6.3 
12.4 


ie AS Th 


87.0 
$1,613.7 


1978 


$ 6.3 
42.3 
47.4 

1,349.7 


10.4 
26.0 
13.9 


Ur eis 
7.3 
lies) 


31,928.9 


$1 ,248.2 
165.1 
16.8 

7.6 


73.3 


$1/528.9 


Savings and Loan Division 
Statement of Income and Retained Earnings 


ee 


(Unaudited) 
Three Months 
Ended December 31 


(in millions) 1979 1978 


Revenue 
Interest on Loans $32.9 $31.0 
Other 8.2 4.2 
Total Zale BIS 
Expenses 
Interest on Savings Accounts 24.3 AAA 
Interest on Borrowed Funds 5.0 3.4 
Provision for Losses 1.0 2.6 
Salaries and Employee Benefits ES) 2.6 
Other his} 2.8 
Total 36.6 3210 
Income before Income Taxes 45 PLT 
Provision for Income Taxes (Note 8) 
Current aS 1.6 
Deferred 4 an) 
Total th aes 


Earnings before Cumulative Effect 

of Changes in Accounting 

Principles 3.3 lee 
Cumulative Effect of Changes in 

Accounting Principles (Note 1h) — ae 


Net Income 3.3 1:2 
Retained Earnings, Beginning of 
Period 66.6 55:2 
Total 62.9 56.4 
Dividends Paid (Note 11) 2.3 Mf 
Retained Earnings, End of Period $67.6 $56.3 


See Notes to Financial Statements. 
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Years Ended December 31 


AY 1978 
$129.2 $118.2 
20.2 14.9 
154.4 133.1 
93.6 80.7 
17.4 12.0 
1.6 Zo 
DAGO 10.2 
13.0 11.0 
136.6 Valent: 
17.8 16.4 
3.0 5.0 
1.0 6 
4.0 5.6 
13.8 10.8 
13.8 10.8 
56.3 46.1 
70.1 56.9 
2,9 6 

$ 67.6 $ 56.3 


Zid 


Ziv 


Savings and Loan Division 


Management's Discussion and Analysis of the Statement of Income 


Expansion of regular business activities, modifications in 
operations caused or permitted by regulatory bodies, and the 
effects of changes in the economy have caused most of the 
material variances covered in the following discussion. 


Interest on Loans increased 9% during 1979 over 1978, while 
itwas 14% greater than 1977. The primary contributing factor 
to both years was a growing earnings balance of loans out- 
standing which had expanded 5% in 1979 and 13% in 1978. In 
addition, rising rates on loan originations along with a revised 
Texas usury statute effective in August 1979, enabled portfolio 
rates to increase more rapidly during the current year than in 
1978. Consequently, interest income grew faster than loans. 


Other income jumped 69% to $25.2 million in 1979 from 
$14.9 million for 1978 which was 17% greater than 1977. This 
amount is primarily comprised of investment securities in- 
come, up 54%, gross profit on the sales of real estate, up 
115%, and insurance premium income, up 90%. 


Overall total revenues increased 16% during 1979 over 1978, 
and 1978 was 15% greater than 1977. 


Interest on Savings Accounts climbed 16% during 1979 even 
though savings balances outstanding at year end were only 
2% greater than 1978. In addition to normally rising rates on 
savings, this dramatically shows the continuing alteration in 
the savings portfolio mix. Savings account holders are still 
investing, to a large degree, in shorter-term higher-yielding 
instruments. The pattern was established during 1978 as cost 
of savings for that year was up 9% over 1977, while savings 
balances had grown 8%. 


Rapidly rising interest costs are also exemplified in Interest on 
Borrowed Funds, which soared 45% during the year, while 
borrowed funds balances moved upward 32% at year-end 
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1979 over 1978. In contrast, interest on these funds jumped 
36% in 1978 over 1977, but the increase in the balances out- 
standing at year end was 44% larger than at the end of 1977. 


Provision for Losses decreased $1.2 million, 43%, during 1979 
to $1.6 million for the year as compared to $2.8 million for 
1978. The major portion of the loss provision in both years was 
attributable to one instalment loan. In 1978 loss provisions 
increased 65% ($1.1 million) over the $1.7 million provided 


during 1977. 


Salaries and Employee Benefits increased 8% in 1979 over 
1978, and 12% during 1978 over 1977. Other expenses were 
18% and 2% greater for each respective year over the pre- 
ceding year. These increases are primarily caused by expand- 
ing operations and inflation. 


Although pre-tax income was greater in 1979 than 1978, Pro- 
vision for Income Taxes decreased 29%. This was due to the 
merger of the company’s ten savings institutions into one. 

A short income tax period was created which permitted the 
deduction of a loss on a loan that would not have been avail- 
able otherwise. The tax provision for 1978 increased 81% over 
1977, which was principally due to increased pre-tax earnings 
for the year. 


Net Income reflected a 28% increase in 1979 over 1978, 
and was 32% greater for 1978 than for 1977. These gains 
result from the greater growth in revenue over increase in 
expenses, and, for 1979, a reduction in provision for income 
taxes which accounted for more than half of the gain. 


Savings and Loan Division 
Statement of Changes in Financial Position 


Heese ctna te eb ctee Bi EA cc 
(Unaudited) 
Three Months 

Ended December 31 Years Ended December 31 


(in millions) 1979 1978 1979 1978 1977 1976 1975 
Source of Funds 
Operations 

Net Income SEs 6} Se le 1 ESets3 $ 10.8 $ 8.2 San29 Sie a. 


Charges (Credits) to Income not 
Requiring Funds 
Interest Credited to Savings 


Accounts 14.4 15:2 61.0 ap arg 523 47.1 39.6 
Provision for Losses 0 2.6 1.6 2.8 b kaye 2.4 1.0 
Depreciation and Amortization BC 4 1.3 1.4 4 1.4 1.0 
Other 4 2 Cts) (ia) ) (.9) (.8) 

Funds Provided by 

Operations 19.1 19.6 76.2 71.2 G27 52.9 43.5 

Loan Principal Repayments 49.4 69.3 230.0 284.5 274.2 199.4 iow 
Increase (Decrease) in Savings 

Accounts Before Interest Credited (19.0) 4.9 (31.0) 34.5 etd 78.2 110.0 
Increase (Decrease) in Advances from 

Federal Home Loan Bank 9 25.0 31:3 58:3 (111.3) 22.6 (22.0) 
Proceeds from Sales of Participations 

and Whole Loans — 1255 — 61.2 78.3 65.2 45.2 
Increase (Decrease) in Notes Payable 176 9 43 (2.4) 7.8 (4.0) (1320) 
Other (14.1) (egey| 13.6 8.2 9.3 3.0 35 

$37.9 $114.7 | $330.0 $515.5 $442.1 $417.3 $343.8 

Application of Funds 
Dividends Paid $2.3 Cie Ala Bart dazate) Cane al SS eae «| Sila Dil eo 
Loan Originations 70.5 122.8 295.8 S207, 474.6 369.4 305.9 
Increase (Decrease) in Cash 4.6 a2 (2.5) (1) (7.2) iiss: Ga 
Increase (Decrease) in Investment 

Securities and Certificates of 

Deposit (39.4) (15.5) 26.4 9.2 (27.3) 36.9 Peal 
Purchase of Property and Equipment 5 ee 4.1 Yl 9 2.9 3.1 
Other (.6) 1.9 “She § 2.4 45) 6.1 8.4 

$37.9 $114.7 | $330.0 $515.5 $442.1 $417.3 $343.8 


See Notes to Financial Statements. 
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Savings and Loan Division 
Notes to Financial Statements 


1. Summary of Significant Accounting 
Principles and Practices 


a) Aftiliation and Combination Basis. The financial statements 
include the accounts of First Texas Financial Corporation and 
its subsidiaries on an historical cost basis and do not reflect 
purchase accounting adjustments related to the acquisition 
by Beneficial. Prior to February 1979, First Texas owned 
majority interests in ten savings and loan associations, which 
were merged into one upon receipt of regulatory approval in 
February 1979. All material intercompany transactions have 
been eliminated. 


b) Investment Securities. Investment securities are carried at 
cost, adjusted for the accretion of discounts and amortization 
of premiums. It is the intention of management that investment 
securities with a market value lower than amortized cost will be 
held to maturity or sold at minimal losses. Gains or losses on 
the sale of investment securities are reflected at the time of sale. 


c) Unearned Discount on Loans Purchased. Certain mortgage 
loans are presented net of an unearned discount which repre- 
sents the adjustment of these loans to their estimated fair 
market value at dates of acquisition. This discount is amortized 
to income over the estimated remaining life (generally 8 years 
from dates of acquisition) of the mortgage loans by the sum- 
of-the-digits method. 


d) Excess Cost of Common Stock of Subsidiaries. Excess cost 
of $2.1 million of common stock of a savings and loan associa- 
tion acquired in 1969 will not be amortized so long as such 
excess cost is considered to have continuing value. The excess 
cost of all other savings and loan associations purchased is 
being amortized over forty years by the straight-line method. 
The excess cost of insurance agencies purchased is being 
amortized over ten years by the straight-line method. 


e) Allowances for Losses. Specific provisions for losses on 
mortgage and construction loans are normally charged to 
income when any major permanent decline occurs in the 
value of the collateral of aloan. For instalment loans, regular 
monthly charges against income providing for losses inherent 
in this type of loan are based on experience plus estimated 
losses. Interest on loans 90 days or more delinquent is 
removed from income by charging the reserve for uncol- 
lectible interest. 


The provision for losses on foreclosed real estate is estab- 
lished by a charge to income when the cost of the property 
exceeds the estimated net realizable value. In addition, certain 
foreclosed real estate properties are being operated until such 
time as they can be sold. The cost of operating these proper- 
ties, net of revenues, is included in Other Expenses. 


f) Joint Ventures. Investments in joint ventures are carried at 
equity. Joint ventures involved in land development capitalize 
actual interest and ad valorem taxes incurred during the 
development phase. 


First Texas contributes capital to the joint venture to be used 
for property development. Interest is usually paid by the joint 
venture on the capital contributions and is recognized as 
income by First Texas to the extent of the profit sharing inter- 
ests of the other participants. The balance of the interest is 
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deferred and is recognized as income when the property 


is sold to an outside third party. 


When the total investment in a specific real estate project, 
including holding costs, approximates or exceeds the esti- 
mated net realizable value of the property, the capitalization 
of holding costs ceases and a valuation allowance is estab- 


lished, if appropriate. 


g) Property and Equipment. Property and equipment are 
depreciated by the straight-line method over their estimated 
useful lives of 3 to 40 years. Maintenance and repairs are 
expensed as incurred and renewals and betterments are capi- 
talized. When property and equipment are retired or otherwise 
disposed of, the cost and accumulated depreciation are re- 
moved from the accounts and any resulting gains or losses are 


reflected in income. 


h) Changes in Accounting Principles. Effective January 1, 
1975, the recognition of unearned add-on interest on instal- 
ment loans was changed to the accrual sum-of-the-digits 
method from the cash collections method and the straight-line 


method on certain loans. 
2. Investment Securities 


Investment securities at December 31 consist of the following: 


1979 1978 
Amortized Market Amortized Market 
(in millions) Cost Value Cost Value 
U.S. Government and 
Government Agency, 
Partially Pledged 
(Note 5) $47.4 $28.4 $26.6 
Other 42.1 19.0 18.7 
Total Investment 
Securities $89.5 $47.4 $45.3 
3. Loans Receivable (net) 
Loans receivable at December 31 are as follows: 
(in millions) Lazo 1978 
Mortgage Loans, Partially Pledged 
(Note 5) $1,290.3 $1,219.0 
Construction Loans 39:5 0a 
Instalment Loans 115.4 94.7 
Single Pay Savings Account Loans 15.8 10.9 
1,461.0 1,394.7 
Less: Loans in Process (11.9) (24.4) 
Unearned Discount on 
Instalment Loans (36.0) (25.2) 
L413 1,345.1 
Accrued Interest 9.5 Sa 
Unearned Discount on Loans 
Purchased (73) (.6) 
Allowance for Losses (4.7) (3.5) 
Loans Receivable (net) $1,417.6 $1,349.7 


Loan commitments outstanding at December 31, 1979 
amounted to $38.7 million. 


4. Investment Real Estate (net) 
Investment Real Estate at December 31 is as follows: 


(in millions) 1979 1978 
Wholly-owned, Partially Pledged 

(Note 5) $10.4 $13.5 

Joint Ventures* 12.0 13.3 

Total 22.4 26.8 

Less Provision for Losses (eT) (.8) 

Investment Real Estate (net) 21.7 $26.0 


*Includes aggregate undistributed earnings at December 31 
of approximately $3.3 million in 1979 and $3.1 million in 1978. 


The joint ventures’ activities consist mainly of land develop- 
ment and sale. As of December 31, 1979 the company was 
contingently liable on joint venture loans from unrelated 
parties aggregating $.8 million secured by land. 


Income from investment real estate for the year ended 
December 31 was $6.5 million for 1979 and $3.7 million for 
1978. 


5. Borrowed Funds and Restrictions on Use of Surplus 


The stock in the Federal Home Loan Bank of Little Rock and 
certain mortgage loans are pledged as collateral to secure 
advances from the FHLB. 


Data for advances from the FHLB for the years ended 
December 31 are: 


(in millions) 1979 1978 
Maximum amount at any month end $196.7 $165.1 
Month-end average amount 177.8 136:7 
Average interest rate (based on 

month-end weighted rates) 8.88% 8.02% 
Notes payable at December 31 are as follows: 
(in millions) 1979 1978 
Due to bank in quarterly instalments 

through September 1984 of 

$.4 at prime rate plus 50% $ 7.6 $ 8.0 
Reverse repurchase agreements 

due in various instalments 

through February 1980, 

interest rates 9.55% to 13.75% 13355 5:6 
Other = 3.2 

Total Notes Payable $21.1 $16.8 


The note due in September 1984 is secured by 650 shares of 
common stock of the savings and loan subsidiary. The loan 
agreement relating to this note contains certain limitations and 
restrictions. At December 31, 1979 First Texas was In com- 
pliance with the terms of the loan agreement. The reverse 
repurchase agreements are secured by U.S. government 
obligations. 


57 


Data for notes payable for the years ended December 31 are: 


(in millions) 1979 1978 
Maximum amount at any month end $21.1 $20.7 
Month-end average amount 16.3 175 
Average interest rate (based on 

month-end weighted rates) 10.37% 8.75% 


The maturities of borrowed funds and their weighted average 
interest rates are as follows: 


(in millions) 1979 1978 
Weighted Weighted 
Maturity Amount Rate Amount Rate 
1979 5 — —% $ 89.8 8.63% 
1980 88.4 9.93 42.0 8.80 
1981 85.9 9.41 28.4 8.57 
1982 Eee RS 9.64 1G 24 
1983 18.6 8.54 18.6 8.78 
1984 12 9.50 ee wigs 
1988 —— — 0.3 8.00 
Total Borrowed 
Funds $217.4 9.57% $181.9 8.73% 


6. Savings Accounts 
Savings accounts by rate at December 31 are as follows: 


(in millions) 1979 1978 
5.25% $ 4 $ 307.9 
5.50 Pole 4g) 
6.50 62.7 130.8 
6.75 37.5 56.4 
7.50 285.6 376.5 
Merge 159.2 176.9 
8.00 53.7 30.2 
Money Market: 
8.77 — 116.4 
10.65 371.3 —~ 
Other 56.7 52.6 
Total Savings Accounts $1,278.3 $1,248.2 


7. Retained Earnings 


The savings and loan subsidiary maintains general reserves 
as required by federal and state regulations. Reserve require- 
ments represent a restriction on Retained Earnings, and cash 
dividends may not be charged against restricted retained 
earnings. A summary of Retained Earnings at December 31 
follows: 


(in millions) 1979 1978 
Restricted $44.6 $42.8 
Unrestricted 23.0 13:5 

Total Retained Earnings $67.6 $56.3 


ie 
NE ——————————— 


Savings and Loan Division 
Notes to Financial Statements (concluded) 


8. Income Taxes 


A consolidated federal income tax return was filed by First 
Texas and its subsidiaries, except FTS Life Insurance Company, 
prior to acquisition by Beneficial. Results of operations subse- 
quent to acquisition will be included in Beneficial’s consoli- 
dated return. The provision for federal income taxes for 
financial statement purposes is approximately the same as 

it would have been had a separate return been filed. The 
item Payable to Beneficial Corporation is for federal 
income taxes payable. Under conditions prescribed by the 
Internal Revenue Code, deductions from taxable income, 
within limitations, are permitted for additions to bad debt 
reserves. In computing federal income taxes for financial 
statement purposes, such deductions for the twelve months 
ended December 31 were $9.2 million for 1979 and $7.5 
million for 1978. Retained Earnings at December 31 includes 
deductions totaling $54.2 million, before reduction by $9.1 
million for purchase accounting adjustments, for which no 
provision for federal income taxes has been made. If, in the 
future, the amounts deducted are used for any purpose other 
than to absorb losses, a tax liability will be imposed at the 

then current federal income tax rates. It is not contemplated 
that tax bad debt reserves will be used in any manner which 
will create a federal income tax liability. However, if at 
December 31, 1979 the total amount had been used other than 
to absorb losses, this liability would have been approximately 
$24.9 million. 


A reconciliation between the expected and the effective 
federal income tax rates is as follows: 


1979 1978 
Expected Federal Income Tax Rate 46.0% 48.0% 
Adjustments 
Bad Debt Deduction Adjusted for 
Gain on Sales of Foreclosed 
Real Estate and Provisions for 
Losses (25.6) (15.5) 
Minimum Tax on Tax Preference 
Items ips, 20 
Other 8 (.9) 
Effective Federal Income Tax Rate 22.5% 33.9% 


Deferred taxes result from timing differences in the recogni- 
tion of income and expense for tax and financial statement 
purposes. Charges (credits) to the deferred tax provision for 
the year ended December 31 are related to: 


(in millions) 1979 1978 
Adjustment to Cash Basis of 
Accounting $1.2 $.8 
Holding Costs on Investment Real 
Estate (.2) (.2) 
Total Deferred Taxes $1.0 $.6 


9. Employees’ Retirement Plan 


Benefits under the plan are computed on an actuarial basis 
and become fully vested when an employee has completed 
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10 years of service. The policy is to fund accrued pension 
costs and sufficient contributions are made to amortize 
unfunded past service costs (aggregating $1.9 million at 
January 1, 1979, the latest actuarial valuation date) over a 
20-year period. The amounts charged to income amounted to 
$.7 million for 1979 and for 1978. 


10. Contingencies 


First Texas is the defendant in lawsuits which have arisen 
during the ordinary course of business. In one lawsuit alleging 
failure to honor aloan commitment, a jury verdict of $1.1 
million has been rendered against First Texas. The manage- 
ment of First Texas believes that it has meritorious defenses 
which it plans to pursue upon appeal and that the effect on 
shareholder's equity, if any, from the disposition of these suits 
will be immaterial. 


11. Dividends and Shareholder’s Equity 


At December 31, 1979 First Texas distributed the stock of FTS 
Life Insurance Company, a wholly-owned subsidiary, as a 
dividend in the amount of $2.3 million to Beneficial Corpora- 
tion. Prior to acquisition by Beneficial, First Texas paid its 
shareholders a cash dividend of $.2 million. 


Prior to its acquisition by Beneficial, all outstanding stock 
options were redeemed and minority interests in subsidiaries 
were acquired by issuance of stock. In December 1979 
Beneficial made a capital contribution of $2.2 million. 


Accountants’ Opinion 


The Board of Directors 
Beneficial Corporation 


We have examined the consolidated balance sheets of 
Beneficial Corporation Savings and Loan Division (First Texas 
Financial Corporation and subsidiaries) as of December 31, 
1979 and 1978 and the related consolidated statements of 
income and retained earnings and changes in financial posi- 
tion for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances. We have previously examined and 
expressed our unqualified opinions on the consolidated finan- 
cial statements for the three years ended December 31, 1977 
from which the comparative financial information on Pages 

53 through 55 was prepared. 


In our opinion, the aforementioned financial statements pre- 
sent fairly the consolidated financial position of First Texas 
Financial Corporation and subsidiaries at December 31; 1979 
and 1978 and the results of their operations and changes in 
their financial position for the years then ended, in conformity 
with generally accepted accounting principles applied ona 
consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Dallas, Texas 
February 8, 1980 


Merchandising Division 
Balance Sheet 


(in millions) December 31 1979 1978 
eee Ea Se, Decemborst ie ein eee 
Assets 
Current Assets 
pea $ 51.6 $ 34.8 
Receivables (Note 1b) 
instalment Accounts 600.8 S778 
Revolving Accounts Tou 45.7 
Wholesale Accounts 181.2 187.0 
Sececee sn a ee eR dA rer eh KT Be: 
854.1 810.5 
Less Unearned Finance Charges (108.2) (104.2) 
745.9 706.3 
Less Allowance for Doubtful Receivables (45.6) (44.8) 
700.3 661.5 
Receivables Transferred to Beneficial Corporation (Note 1h) (165.7) — 
Net Receivables 534.6 661.5 
Equity in Receivables Transferred to Beneficial Corporation (Note 1h) 9.1 = 
Inventories (Note 1c) 202.1 186.0 
Prepaid Expenses veces 18.4 
Total Current Assets 814.9 900.7 
Property and Equipment (at cost less accumulated depreciation and 
amortization of $48.9 and $45.6) (Note 1e) 83.9 87.1 
Other Assets 4.5 3.0 
Total $903.3 $990.8 
Liabilities and Shareholder’s Equity 
Current Liabilities 
Short-Term Notes (Note 3) $171.4 Hr93.5 
Long-Term Debt Due Within One Year (Note 4) 6.0 1O5./ 
Accounts Payable 94.4 Wa t33 
Payable to Beneficial Corporation (Notes 1d and 3) 102.0 ital 
State and Other Income Taxes Payable 4.9 6.3 
Deferred Federal Income Taxes (Note 6) 62.4 61.1 
Accrued Taxes, Warranties, and Other Liabilities a If 50.6 
Accrued Store Closings and Other Items (Note 2) 5.6 es 
Total Current Liabilities 498.4 508.6 
Long-Term Debt (Note 4) 126.2 132.6 
Deferred Federal Income Taxes (Note 6) 7.4 5.8 
Total Liabilities 632.0 647.0 
Shareholder’s Equity (including Retained Earnings of $155.1 and $227.5) (Note 4) ee ga Vex 343.8 
0 EEO SIOIST SPR) ah SN oh Rebate ede rece bb intndan at Sto satoeee L IS Taoe NOR se RS 
Total $903.3 $990.8 


ee —eeeEeEeEeEeEeEeEeEeEeEeEeEeEesese————___ EEE 


See Notes to Financial Statements. 
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Merchandising Division 


Statement of Income and Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 | Years Ended December 31 
(in millions) 1979 1978 1979 1978 
Net Sales and Other Revenue $335.1 $313.9 | $1,176.9 Siiiiod 
Expenses 
Cost of Goods Sold (including 
certain buying and occupancy 
expenses) 223.0 217.3 810.1 i762 
Selling and Administrative Expense 95.0 86.0 308.7 299.3 
Interest Expense 
Beneficial Corporation oul 1.3 6.8 is 
Other 10.9 7.8 36.9 26.3 
Provision for Store Closings and 
Other Items (Note 2) Boil — ie — 
Gain on Sale of 
Real Estate (Note 8) — — Cie2) — 
Total 333.7 312.4 Ah 2.9 1,109.1 
Income before Income Taxes 1.4 gts) 4.4 6.8 
Provision for Income Taxes (Note 6) 
Federal 
Current (4.2) (123) CS) 1.8 
Deferred 4.3 1.4 1.8 a 
State (.1) (ei 4 6 
Total — — 9 25 
Net Income 1.4 feo Sys) 4.3 
Retained Earnings, Beginning of 
Period 229.6 230.4 22135 PETES 
Total 231.0 2019 231.0 231.9 
Dividends Paid (Note 1h) 75.9 4.4 75.9 4.4 
Retained Earnings, End of Period $155.4 9227.5 1) o) 155al Suzeko 


See Notes to Financial Statements. 
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O77 
$1,178.6 


818.3 
304.1 


1,164.5 
14.1 


16.6 
(Tee) 
9 


6.3 
126 


229.5 


233.3 
5.7 


$ 227.6 


1976 
$1,206.3 


812.8 
293-9 


9135.5 
70.8 


37.0 
(5.1) 
3.1 


35.0 
35.8 


213.9 
249.7 
24.2 


$ 225.5 


1975 
$1,020.4 © 


651.3 
289.2 


Merchandising Divison 


Management's Discussion and Analysis of the Statement of Income 


Net Sales and Other Revenue increased 5% in 1979 as com- 
pared with 1978, an improvement over the decrease of 5% in 
1978. The increase is principally attributable to Spiegel, which 
had a $56.1 million gain in 1979. New Spiegel merchandising 
campaigns and the extremely favorable response to catalogs 
featuring upgraded merchandise geared to discerning cus- 
tomers resulted in the improvement. Sales of Midland have 
been adversely affected by curtailment of operations and the 
substantial decline in the citizens band radio market. Sales 
lost by Western Auto, due to the closing of certain unprofit- 
able company-owned stores, were more than offset by in- 
creased wholesale business in 1979, and Western Auto ended 
the year with a $15.0 million gain in revenue as compared with 
an $8.2 million decline in 1978. 


Cost of Goods Sold increased 4% in 1979 slightly less pro- 
portionately than the increase in Net Sales and Other 
Revenue. The decrease of 5% in 1978 was in proportion to the 
decrease in Net Sales and Other Revenue. The improvement 
in gross profit margins in 1979 is reflected in this better 
showing. 


Selling and Administrative Expense moved up by 3% in 1979 
as a result of increased advertising costs and the impact of 
inflation on other expenses. In 1978 Selling and Administrative 
Expense decreased less than 2%, reflecting curtailment of 
activities at Midland. 


An explanation of the Provision for Store Closings and Other 
ltems is given in Note 2 of the Merchandising Division Notes 
to Financial Statements. 


In 1979 Interest Expense showed a substantial increase of 
30%, while the increase in 1978 was 12%. The amount of 
interest resulting from borrowing from Beneficial declined 
slightly, while Other Interest Expense showed an increase 
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of $10.6 million for 1979. The increase in Other Interest 
reflects escalating interest rates coupled with additional 
borrowing required for higher customer receivables. In 1978 
the decrease in borrowing from Beneficial and the increase in 
Other Interest Expense reflects the change to increased inde- 
pendent short-term financing for Spiegel. The consumer loan 
subsidiary of Spiegel, however, borrows from Beneficial at 

an interest rate of 72%. 


Net Income of the Merchandising Division for 1979 decreased 
$.8 million (19%) as compared with a decrease of $3.5 million 
(45%) for 1978 as compared with 1977. In 1979 Spiegel’s gain 
in Net Income of $2.1 million (85%) and Midland’s decrease 
in loss of $1.6 million were more than offset by Western Auto’s 
decline of $4.5 million. The Midland loss results primarily from 
its decreased volume while the loss for Western Auto results 
principally from the charges for Store Closings and Other 
Items. In 1978 decreased volume in all companies of the 
Merchandising Division, coupled with the increase in Interest 
Expense, caused the decrease in Net Income. 


Merchandising Division ” 
Statement of Changes in Financial Position 


(Unaudited) — 
Three Months 
Ended December 31 Years Ended December 31 


(in millions) 1979 1978 1979 1978 1977 1976 1975 
Source of Funds 
Net Income $ 1.4 SMom |p peer $ 4.3 wats) $35.8 $ 22.8 
Expenses Not Requiring Working 
Capital 
Depreciation and Amortization 2.8 2.5 imme) 9.9 9.6 8.8 9.0 
Deferred Income Taxes ats v7 1.6 ne) Het 9 1.0 
Funds Provided by Operations 4.9 4.1 16.1 er 18.5 45.5 32.8 
Long-Term Debt Issued — — a7, — — Aa 4 
Disposals of Property and Equipment 203 Hi 3.6 34 eat f 1.0 ou 
Other — 4 — 5 “el — — 
Sreiie $ 5.2 21.4 De 1 One $21.5 $47.6 $ 33.3 
Application of Funds 
Additions to Property and Equipment Ae Oe ha $3.41 $: 10.7, Sle $12.8 $ 8.7 Suro 
Reduction of Long-Term Debt te 50.9 8.1 106.6 9.4 8.8 1.8 
Dividends Paid 75.9 4.4 75.9 4.4 4.0 24.2 8.0 
Other lee i 2.3 4 2 V2 “ 
Increase (Decrease) in Working 
Capital (71.6) (53.6) (75.6) (106.5) (4.9) oH 14.9 
Sane $5.29 11/214 SO $21.5 $47.6 $ 33.3 


Changes in Working Capital 
Increase (Decrease) in Current Assets 


Cash a eS) $3.5 | $ 16.8 $ 19.3 Sade S69) S(t) 
Net Receivables (155.8) 2.4 (126.9) (4.3) Ls LOL. (50.3) 
Equity in Receivables Transferred 9.1 wae 9.1 — aa <4 all 
Inventories (7.2) (27.2) 16.1 (17.1) (2:9) Sino (13.3) 
Prepaid Expenses (4.4) (3.0) (.9) og (.3) 2 (1.9) 
(157.4) (24.3) (85.8) 3.8 (.6) 42.1 (77.0) 
Increase (Decrease) in Current 
Liabilities 
Short-Term Notes and Long-Term 
Debt Due Within One Year (91.0) 9.6 (21.8) 161.8 (44.1) 68.3 (44.4) 
Accounts Payable (4.4) 14.1 (16.7) 12.0 2.6 12.2 5.6 
Payable to Beneficial Corporation 11.6 6.6 24.9 (61.2) 48.5 (39.7) (56.2) 
Deferred Income Taxes 4.4 4 (ho) (1.4) (9.8) (5.4) (4.2) 
Accrued Store Closings and 
Other Items (4.3) (.6) 2.4 (4.5) rar — 4 
Other Current Liabilities (2.0) (.8) (.3) 3.6 (.6) 1188) 7.3 
(85.8) 29.3 (10.2) 110.3 4.3 36.4 (91.9) 
Increase (Decrease) in Working ; 
Capital $(71.6) $(53.6) | $(75.6) $(106.5) $(4.9) Suoy $ 14.9 


See Notes to Financial Statements. 
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Merchandising Division 
Notes to Financial Statements 


1. Summary of Significant Accounting Principles and 
Practices 


a) Affiliation and Combination Basis. The financial statements 
include the accounts of Midland International Corporation 
(Midland) and Subsidiaries, Spiegel, Inc. (Spiegel) and Sub- 
sidiaries, and Western Auto Supply Company (Western Auto) 
and Subsidiaries. All significant intercompany items have 
been eliminated. 


5) Receivables. Receivables consist of the following: a) instal- 
ment accounts, for which finance charges are recorded in 
income by either the effective yield method or sum-of-the- 
years digits method; b) revolving accounts, for which finance 
charges are recorded in income when billed to the customers; 
c) amounts due from associate store owners for merchandise 
and certain other wholesale customers, which normally do not 
earn finance charges if paid within the trade terms: and d) 
amounts due from customers of associate store owners, which 
earn finance charges calculated on the sum-of-the-years 

digit method. Instalment Accounts Receivable include $115.9 
million at December 31, 1979 and $83.7 million at December 
31, 1978 of consumer finance receivables of a subsidiary of 
Spiegel. 


In accordance with merchandising industry practice, receiv- 
ables, including receivables transferred to Beneficial Corpora- 
tion, (before deduction of unearned finance charges) include 
amounts becoming due after one year of $396.5 million at 
December 31, 1979 and $348.9 million at December 31, 1978. 


c) Inventories. Inventories are priced at the lower of cost 
(first-in, first-out) or replacement market, after considering 
obsolescence. 


d) Taxes on Income. Results of operations are included in 

the consolidated federal income tax return of Beneficial. The 
total provisions for federal income taxes for financial state- 
ment purposes are approximately the same as they would 
have been had the companies filed separate returns. The item 
Payable to Beneficial Corporation includes federal income 
taxes payable. 


e) Property and Equipment. Depreciation of property and 
equipmentis provided on the straight-line method over their 
estimated useful lives. 


Maintenance and repairs are expensed as incurred. Renewals 
and betterments are capitalized. The cost and accumulated 
depreciation of property and equipment retired, sold, or other- 
wise disposed of are eliminated from the accounts at the time 
of disposal and any resulting gain or loss is reflected in 
income. 

ft) Employee Retirement Plans. Current retirement plan cost 
and provision for funding prior service costs are charged to 
expense. 


g) Accruals for Merchandise Warranties. Reserves are main- 
tained to provide for anticipated costs relating to merchandise 
under warranty not covered by manufacturers’ warranties. 
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h) Transfers of Subsidiaries. At December 31, 1979 Spiegel 
distributed the stock of Guaranteed Equity Life Insurance 
Company, a wholly-owned subsidiary, as a dividend in the 
amount of $7.8 million to Beneficial Corporation. The opera- 
tions of Guaranteed Equity Life for the year 1979 are included 
in the statement of income of the Merchandising Division, but 
its assets and liabilities are not included in the balance sheet. 


At December 31, 1979 Western Auto distributed the stock of 
Western Acceptance Company, a wholly-owned subsidiary 
engaged in the purchase of customer receivables generated 
by Western Auto retail stores and associate stores, as a divi- 
dend in the amount of $68.1 million to Beneficial Corporation. 
Under an agreement between Western Auto and Western 
Acceptance, Western Auto is paid 95% of the gross customer 
receivables sold to Beneficial and remains liable for losses 
on customer receivables and guarantees Western Acceptance 
minimum earnings before income taxes and fixed charges on 
debt of at least 150% of such fixed charges. The operations 
of Western Acceptance for the year 1979 are included in the 
statement of income of the Merchandising Division, but its 
assets and liabilities are not included in the balance sheet. 


On January 1, 1980 Beneficial Corporation contributed the 
stock of Midland International Corporation, a wholly-owned 
subsidiary, to Western Auto. Midland continues to be part of 
the Merchandising Division. 


2. Store Closings and Other Items 


At June 30, 1977 Western Auto established a provision of $9.6 
million. Of this amount $7.0 million related to the closing of 
unprofitable retail stores and $2.6 million to inventory devalua- 
tion of discontinued items. At December 31, 1978, $3.2 million 
remained from the original provision for costs of retail store 
closings. 


At September 30, 1977 Spiegel provided $2.5 million for the 
closing of all catalog order stores, as management had de- 
termined that these stores were no longer a desirable market- 
ing outlet. All catalog order stores have been closed and 

all costs have been incurred. 


In September 1979 Western Auto closed 116 unprofitable 
retail stores and provided $8.5 million, in addition to $3.0 
million remaining from the amount previously provided, for 
the anticipated cost of retail store closings. Substantially all 
of the remaining $3.8 million of Accrued Store Closings will 
be incurred in the next twelve months. In December 1979 
Western Auto provided $2.7 million for losses on the sale of 
certain instalment accounts. The amount of $1.8 million of 
accrued losses remaining will be incurred in the first half 

of 1980. 


Merchandising Division 
Notes to Financial Statements (continued) 


3. Short-Term Notes 
At December 31 these consist of the following: 


(in millions) 1979 1978 
Commercial paper $ — o25:0 
Notes payable to banks 171.4 68.0 

Total Short-Term Notes $171.4 $93.5 


Spiegel and Western Auto (until December 31, 1979) meet 
certain operating fund requirements through short-term bank 
borrowings. At December 31, 1979 a total of $139.1 million in 
unused bank lines was available to the companies under vari- 
ous informal arrangements. Most arrangements provide for the 
maintenance of bank balances based upon a percentage of 
the available line or related borrowing, while others are based 
upon a fixed rate or give effect to normal operating bank 
balances. At December 31, 1979, $45.4 million in compen- 
sating bank balances was maintained in support of bank lines. 
Subsequent to January 1, 1980 Western Auto is obtaining 
financing through the sale of receivables to Beneficial. The 
bank lines of credit of Western Auto amounting to $120.6 
million at December 31, 1979 will no longer be required. 


Midland and the consumer loan subsidiary of Spiegel also 
obtain operating funds through borrowing from Beneficial at 
an interest rate of 7%2%. 


4. Long-Term Debt and Restrictions on Use of 
Retained Earnings 


A summary of long-term debt at December 31 follows: 


(in millions) 1979 1978 
5.5% Notes payable, due 1979 $ — Sp rO0.0 
Debentures 
9.5%, due 1979 -—— 50.0 
7.85%, due 1996, with annual 
sinking fund payments 40.5 42.3 
5.25%, due 1983 40.0 40.0 
5%, due 1987 40.0 40.0 
5.9% subordinated notes, due 1978 
through 1980 5.0 10.0 
Other long-term debt 6.7 6.0 
132.2 238.3 
Less long-term debt due 
within one year (6.0) (105.7) 
$126.2 $132.6 


Annual long-term debt and sinking fund payments for the five 
years subsequent to December 31, 1979 are as follows (in 
millions): 1980, $6.0; 1981, $2.7; 1982, $2.7; 1983, $42.7; 
and 1984, $2.7. 
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The companies’ long-term debt agreements contain certain 
covenants restricting the payment of dividends, the purchase 
and retirement of the companies’ capital stock, investments, 
and indebtedness. Under the terms of the most restrictive 
covenants, approximately $41.7 million at December 31, 1979 
was available for the payment of dividends to Beneficial 
Corporation. 


5. Employee Profit Sharing and Retirement Plans 


Profit sharing and retirement plans cover substantially all 
employees who have met specified requirements. The com- 
panies’ contributions to these plans (charged to earnings) 
were $7.8 million for 1979 and $5.9 million for 1978. 


At January 1, 1979, the date of the most recent valuation, the 
actuarially computed value of vested benefits under the retire- 
ment plaris exceeded fund assets and balance sheet accruals 
by approximately $7.0 million. 


6. Federal Taxes on Income 


Deferred taxes result from timing differences in the recogni- 
tion of income and expense for tax and financial statement 
purposes. Charges (credits) to the deferred tax provision for 
the years ended December 31 are related to: 


(in millions) 1979 1978 
Provisions for store closings and 
other items $(1.1) $1.5 
Instalment basis for gross profit on 
credit sales 1.8 (.8) 
Depreciation we 6 
Provision for doubtful receivables 3 2. 
Provision for merchandise warranties (.2) (3%) 
Gain on sale of real estate 3 — 
Other aoa (.8) 
$31.8 $ .1 
A reconciliation between the expected and the effective 
federal income tax rates is as follows: 
1979 1978 
Expected Tax Rate 46.0% 48.0% 
Increases (Decreases) in Tax Rate 
Resulting from 
Income of insurance subsidiaries 
taxed at lower effective rates (A152) (6.0) 
Gain on sale of real estate taxed 
at capital gains rates (5.0) — 
State and local income taxes (4.5) (4.0) 
Investment tax credit (5.2) (8.8) 
Contribution of certain 
properties — (6.3) 
Other (8.2) 5.0 
Effective Tax Rate 11.4% 27.9% 


7. Information by Group 


The Merchandising Division consists of Midland, Spiegel, and 
Western Auto, and their respective subsidiaries. Midland is an 
international marketing and importing company that sells its 
merchandise at wholesale, primarily to domestic retailers. 
Spiegel is engaged in the sale through catalogs of merchandise 
by mail. Western Auto sells its merchandise at retail through 
company-owned stores and to independently-operated asso- 
ciate stores, located in smaller communities. 


Midland sells merchandise to Western Auto and Spiegel at 
prices generally comparable to those charged unaffiliated 
customers. While Midland was owned by Western Auto, loans 
were made to Midland on which interest was charged at 
Western Auto’s actual short-term borrowing costs plus a credit 
facility charge. 


Information at December 31 and for the years then ended is 
as follows: 


ee en es Fe ee a Sr it ee A Ld, 


Adjustments 


1979 and 
¥ ae. Western Elimi- Com- 
(in millions) Midland Spiegel Auto nations bined 
Identifiable Assets $24.3 $563.4 $321.3 Sn(o.7) $ 903.3 
Net Sales and Other Revenue i 
Unaffiliated Customers 52.0 426.8 698.1 1,176.9 

Intradivision hae (1.2) 

Total S232 426.8 698.1 (1.2) 1,176.9 
Operating Profit (Loss) (3.9) 41.0 21.0 58.1 
Interest Expense (43.7) 
Provision for Store Closings and Others Items (11.2) 
Gain on Sale of Real Estate ie 
Income Before Taxes $ 4.4 

Adjustments 

1978 and 
Western Elimi- Com- 
(in millions) Midland Spiegel Auto nations bined 
Identifiable Assets $40.8 $486.2 $470.4 $ (6.6) $ 990.8 

Net Sales and Other Revenue 

Unaffiliated Customers 62.1 370.7 683.1 1,115.9 

Intradivision 10.9 (10.9) 

Total 13.0 OLOsh 683.1 (10.9) 1,915.9 
Operating Profit (Loss) (7.3) 28.4 19.3 40.4 
Re ee 
Income Before Taxes $ 6.8 


Eee SSS OS00—000 0 


8. Gain on Sale of Real Estate 


A gain of $1.2 million ($.9 million after taxes) resulted from the 
sale of excess land by Western Auto. 


9. Transactions with Affiliates 


An insurance subsidiary of Beneficial offers credit life insur- 
ance to Spiegel customers as well as to certain borrowers from 
a consumer loan subsidiary of Spiegel. The life insurance sub- 
sidiary of Spiegel (transferred to Beneficial at December 31, 
1979) assumes under reinsurance 100% of the coverage. — 
Premiums paid to the subsidiary of Beneficial were $5.9 mil- 
lion in both 1979 and 1978. The excess of such premiums over 
claims paid, adjustments to funded reserves, and commis- 
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sions of 18% were paid to Spiegel and its subsidiaries in 
amounts aggregating $1.6 million in 1979 and $1.5 million 
in 1978. 


The cost to Midland and Western Auto for employee group 

life and accident and health insurance coverage provided by 
an insurance subsidiary of Beneficial was $3.8 million in 1979 
and $1.3 million in 1978. 


Beneficial provides certain services for the collection of mail 
order receivables of Spiegel. Charges to Spiegel for such serv- 
ices aggregated $2.7 million in 1979 and $3.0 million in 1978. 


Western Auto sold to Beneficial in 1979 for $2.6 million instal- 
ment accounts with a face value of $3.6 million. 


Merchandising Division 
Notes to Financial Statements (concluded) 


10. Leases 


The companies occupy certain warehouse facilities and stores 
and use certain equipment under operating leases. Rent 
expense for the years ended December 31 was $17.4 million in 
1979 and $18.6 million in 1978. Minimum lease commitments 
at December 31, 1979, excluding Western Auto retail stores 

to be closed, for which provision has been made (see Note 2), 
were: 


(in millions) 
1980 $10.0 
1981 7.9 
1982 6.8 
1983 6.1 
1984 5.3 
1985 thru 1989 15.4 
1990 thru 1994 ore 
Thereafter Io 
Total $56.7 


lt is expected that, in the normal course of business, leases 
which expire will be renewed or replaced with leases on other 
properties; thus, itis expected that future minimum annual 
rentals will not be less than those for 1979. 


11. Contingencies 


The U.S. Customs Service has assessed Midland $5.1 million 
for dumping duties on T.V. sets imported by Midland from 
Japan from 1969 through 1974. Midland is contesting these 
assessments and believes that additional assessments for T.V. 
sets imported after 1974 will not exceed $3.0 million. The U.S. 
Department of Justice has sued to collect $3.3 million of the 
amount presently assessed against Midland. 


Wesiern Auto, which has not been assessed any dumping 
duties, estimates that assessments on T.V. sets of Japanese 
manufacture it imported from January 1976 to approximately 
April 1977 would not exceed $5.1 million. Western Auto con- 
tinued to import these T.V. sets through December 1978 but 
has no basis for estimating what assessments, if any, might 
be made on such sets. 


Counsel believes that the method for assessing dumping 
duties is contrary to the relevant statute, and formal protests 
of such assessments have been or will be filed. Midland 
believes that the above-mentioned assessments against it 
will be substantially reduced. 


No provision has been made in the financial statements for 
assessments of dumping duties. 


_| 12. Replacement Cost Data (unaudited) 


In accordance with regulations of the Securities and Exchange 
Commission, Western Auto has developed replacement cost 
information for inventory and fixed assets. This information is 
included in the Form 10-K of Western Auto filed with the 
Securities and Exchange Commission. Spiegel and Midland 
are not required to develop or report such information. 
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Accountants’ Opinion 


The Board of Directors 
Beneficial Corporation 


We have examined the balance sheets of Beneficial Corpora- 
tion Merchandising Division (Midland International Corporation 
and Subsidiaries, Spiegel, Inc. and Subsidiaries, and Western 
Auto Supply Company and Subsidiaries, combined) as of 
December 31, 1979 and 1978 and the related statements of 
income and retained earnings and changes in financial posi- 
tion for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 

and such other auditing procedures as we considered neces- 
sary in the circumstances. We have previously examined and 
expressed our unqualified opinions on the combined financial 
statements for the three years ended December 31, 1977 from 
which the comparative financial information on Pages 60 
through 62 was prepared. 


In our opinion, the aforementioned combined financial state- 
ments present fairly the financial position of the Beneficial 
Corporation Merchandising Division at December 31, 1979 
and 1978 and the results of its operations and changes in its 
financial position for the years then ended, in conformity with 
generally accepted accounting principles applied on a 
consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Kansas City, Missouri 
February 14, 1980 


Merchandising Division 
Information by Group 


Supplemental Information 


(in millions) 


Years Ended December 31 1979 1978 1977 1976 1975 
Net Sales and Other Revenue 
Midland (a $1292.07) 62:7) Sa 0 aS 220G Sage Ga enO 
Spiegel 426.8 370.7 377.0 359.3 367.3 
Western Auto 698.1 683.1 691.3 ahs eoleny | 
Combined $1,176.9 $1,115.9 $1,178.6 $1,206.3 $1,020.4 
Income (Loss) Before Income Taxes 
Midland $ (6.0) Sooo) $ (4.4) Siiocae SC eA 
Spiegel 14.2 9.9 11.5 1420 9.1 
Western Auto (3.8) 6.2 7.0 26.6 20.1 
Combined $ 4.4 $ 6.8 Suerte $22°70:8 $ 46.6 
Net Income (Loss) 
Midland Sets.) Panay) Sir ieG) $16.8 $ 6.4 
Spiegel 8.1 6.0 6.4 5.7 4.6 
Western Auto (1.5) <i 0) 3.4 13.3 11.8 
Combined $ Pe) $ 4.3 $ 7.8 $0 3o8 AST SAS! 
Receivables, Net of 
Unearned Finance Allowance for 
Charges (b Doubtful Receivables 
(in millions) December 31 1979 1978 1979 1978 
Midland Sais $ 13.9 Seee $5.4 
Spiegel 472.7 426.7 S13 30.5 
Western Auto (c 265.9 265.7 14.1 13.9 
Combined $745.9 $706.3 $45.6 $44.8 
Shareholder’s 
Inventories Total Assets Equity 
(in millions) December 31 1979 1978 1979 1978 1979 1978 
Midland SB. 14:00 55 al et S223. tphoa2 ar aks tet Rak (i Be) 
Spiegel 52.0 33.1 563.4 486.2 86.0 85.6 
Western Auto 135.8 135.5 316.2 470.4 176.6 246.3 
Combined $202.1 $186.0 $903.3 $990.8 S20 iio WLoo4ae 


a) Excludes intradivision sales (in millions): $1.2, $10.9, $11.1, $18.7, and $15.4 respectively. 
b) Excludes intradivision receivables. 


c) Includes Western Acceptance Company receivables transferred to Beneficial Corporation. 
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Beneficial Corporation and Subsidiaries 
Eleven-Year Summary 


III 


Supplemental Information 


(amounts in millions except where noted) Years Ended December 31 


During the Year 


a nn nn ttt 


Consolidated 

Net Income 

Earnings per Common Share (dollars) 

Average Number of Common Shares 

Cash Dividends Paid per Common Share (dollars) 
Finance Division 

Volume of Finance Receivables Acquired less Unearned Finance Charges (b 

Number of Finance Receivables Acquired (b 

Average Amount of Transaction (dollars) (b 

% of Monthly Cash Principal Collection to Average Monthly Balances 

% of Finance Receivables Charged Off (after offsetting recoveries) to 

Average Monthly Balances 

Revenue 

Income before Provision for Income Taxes 

Income from Finance Division 

% of Income from Finance Division to Revenue 
Savings and Loan Division 

Revenue 

Income before Income Taxes 

Net Income of Savings and Loan Division 

% of Net Income to Revenue 

Equity of Beneficial in Net Income plus Purchase Accounting Adjustments 
Merchandising Division 

Net Sales and Other Revenue 

Income before Income Taxes 

Income from Merchandising Division 

% of Income from Merchandising Division to Net Sales and Other Revenue 
Interest Expense, After Income Taxes, Related to Investment in Non-Consolidated Subsidiaries 


At YearEnd 


Consolidated 
Number of Employees 
Number of Holders of Common Stock 
Finance Division 
Finance Receivables less Unearned Finance Charges 
% of Unearned Finance Charges to Related Net Finance Receivables 
Reserve for Credit Losses 
% of Reserve for Credit Losses to Principal of Finance Receivables 
% of Finance Receivables (account balances, loans only) with Payments 
More than Two Months Delinquent (based on recency of payment) (c 
Number of Accounts 
Average Account Balance (dollars) 


a) Excludes Extraordinary Credit of $12.1 million from sale of undeveloped land by a 


non-consolidated subsidiary. Earnings per Common Share excludes Extraordinary Credit of $.64. 
b) Excluding bank credit card receivables. 
c) Excluding receivables of West German subsidiary. 
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1979 


S 101.1 
$ 4.24 

eae 
$ 1.95 


$3,266.4 


AAA 
—s 
on 
(o>) 
o 


26,400 
32,000 


$4,264.0 
27.70 


1978 


25,500 
33,200 


3,015.4 
28.00 


1977 1976 178 1974 ero 1972 1971 1970 1969 


73.4 63.7(a 75.8 82.2 68.7 59.2 53.6 
3.64 4.52 3.34 2.83(a 3.51 3.92 3.22 “aE, 2.45 
21.8 20.4 19.1 19.1 18.7 18.4 18.1 17.9 17.5 
1.60 1.4375 1.25 1.25 1.20 1.10 1.0667 1.0667 1.0667 

2,261.9 1,900.3 1,553.6 1,669.2 1,739.4 1,632.9 1,461.8 1,368.8 1,402.7 

2u 1.8 1.5 1.9 2.2 24 1.9 1.9 2.1 
1,063 1,057 1,028 885 799 759 753 711 662 
4.34 4.35 4.28 4.45 4.94 4.90 4.82 4.63 4.96 
1.74 2.04 2.42 au 1.82 1.56 1.57 1.40 bey 
640.4 536.5 460.3 452.5 416.3 376.9 336.1 305.4 276.0 
153.7 132.5 110.0 95.5 112.6 114.7 107.8 96.8 84.7 
86.4 73.0 58.3 51.2 58.7 65.1 56.6 52.4 42.7 
13.49 13.61 12.67 11.31 14.10 WeT 16.84 17.16 15.47 
115.9 102.9 87.8 78.7 64.7 50.5 37.6 28.2 22.7 
#143 37 2.5 AT 8.8 7.5 4.4 3.0 2.3 
8.2 2.9 DT 3.9 7.8 5.9 3.8 2.4 2.3 
7.08 2.82 3.08 4.96 12.06 11.68 10.11 8.51 10.13 

1,178.6 1,206.3 1,020.4 1,039.2 1,062.6 985.4 878.5 800.0 801.6 

14.1 70.8 46.6 39.6 45.0 43.7 33.1 21.6 31.0 
7.8 35.8 22.8 19.9 23.3 22.4 16.8 it 14.3 
66 2.97 2.23 1.91 2.19 22% 1.91 1.39 1.78 
(8.5) (8.4) (7.7) (7.4) (6.3) (5.3) (4.7) (4.3) (3.4) 

25,100 24,900 26,600 29,300 32,900 33,100 32,000 31,600 30,900 

32,700 31,700 29,900 30,000 29,300 29,300 29,400 30,900 31,700 

2,526.2 2,085.0 1,828.4 1,781.5 1,700.7 1,579.7 1,441.3 1,366.5 1,267.1 

28.86 29.90 29.10 28.16 27.80 27.68 26.85 25.13 24.86 
126.3 106.3 95.0 92.6 86.7 82.1 76.4 73.7 69.6 
5.00 5.10 5.20 5.20 5.10 5.20 5.30 5.39 5.49 
1.08 1.19 1.29 1.28 1.15 99 89 96 90 
2.5 2.1 2.0 aN 2.2 ae 2.1 “| oN 
1,031 995 911 833 756 711 685 643 594 
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Beneficial Corporation and Subsidiaries 
Data by Calendar Quarter 


Supplemental Information 


(in millions, except per share figures) 


Revenue 

Finance Division 

Savings and Loan Division 

Merchandising Division 
Midland (excluding intradivision sales) 
Spiegel, Inc. 
Western Auto (excluding intradivision revenue) 


Revenue from Merchandising Division 
Total 


Operating Income (Loss) 
Finance Division 
Savings and Loan Division 
Merchandising Division 
Midland 
Spiegel, Inc. 
Western Auto 


Operating Income (Loss) from Merchandising Division 
Total 


Net Income (Loss) 
Finance Division 
Equity in Net Income of Savings and Loan Division plus 
Purchase Accounting Adjustments 
Merchandising Division 
Midland 
Spiegel, Inc. 
Western Auto 


income (Loss) from Merchandising Division 


Interest Expense, After Income Taxes, Related to Investment in 


Non-Consolidated Subsidiaries 
Total 


Earnings Per Common Share 


Shares Entitled to Vote 
$5.50 Dividend Cumulative Convertible Preferred Stock 
High Sales Price 
Low Sales Price 
Dividends Paid Per Share 
$4.30 Dividend Cumulative Preferred Stock 
High Sales Price 
Low Sales Price 
Dividends Paid Per Share (payable semi-annually) 
Common Stock 
High Sales Price 
Low Sales Price 
Dividends Paid Per Share 
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First 
Quarter 


$ 226.4 
38.1 


10,8 
eA) 
164.9 


267.1 
$ 531.6 


Girne 
6.2 


(1.3) 
‘5 
A3 | 


$ 31.6 


$106.50 
100.00 
123875 


45.00 
40.625 
2.19 


24.25 
22.125 
A5 


ae 


Second 
Quarter 


$ 239.2 
36.8 


13.5 
85.1 
197.0 


295.6 


$ 571.6 


$122.25 
101.50 
1.375 


45.50 
42.50 


28.50 
22.625 
.50 


1979 


Third 
Quarter 


$ 246.2 
38.4 


14.5 
96.8 
167.8 


219M 


$ 563.7 


$140.25 
120/25 
1.375 


45.75 
41.125 
210 


32.50 
26.375 
.50 


Fourth First Second Third Fourth 
Quarter Total Quarter Quarter Quarter Quarter Total 
See hel $ 982.9 $ 184.9 $ 184.1 $ 190.6 $ 209.9 $ 769.5 
41.1 154.4 30.9 32.8 34.1 35:3 133.1 
Toot 52.0 14.1 12.8 14.7 20.5 62.1 
153.6 426.8 82.1 78.6 79.9 130.1 WADIA 
168.4 698.1 159.2 200.9 159.7 163.3 683.1 
335; 1 1,176.9 255.4 292.3 254.3 313.9 1,115.9 
$647.3 $2,314.2 $ 471.2 $ 509.2 $ 479.0 $ 559.1 $2,018.5 
$ 19.4 D>) LO6.3 Me Mayas xe Us WES SATA $ 39.4 Bho. 
As 17.8 3.8 4.7 Dio. 2:7 16.4 
(1.8) (6.0) (1.4) (4.7) (ey) (IED) (9.3) 
8.4 14.2 1.8 14 1.8 5.2 9.9 
tore) (3.8) 1.9 6.2 3 (2:2) 6.2 
1.4 4.4 2.3 2.6 4 a5 6.8 
Or 1250 Bill sO.O DH LOOsS $ 44.6 Su Os.0) $ 43.6 $ 199.5 
$ 11.9 $ 99.6 $ 28.9 Gee eno $ 26.9 Se 23:2 S 1015 
43 12.6 — — Rel 1.4 2.5 
(1.0) (3.1) (.7) (2.5) (.7) (.8) (4.7) 
4.8 8.1 9 oii bare a 1d 6.0 
(2.4) (43) 9 2.9 1 (.9) of) 
1.4 3.5 qa tH 6 rst 43 
(3.9) (14.6) (2.3) (2.4) (2.6) (2.7) (10.0) 
hey SP OT So he tat 212 $ 26.0 Sone oi: ai) Reap S| 
49 Sees eam hen he) 90 pies cae S72 41.00 $ 4.19 
$138.25 $ 95.25 $103.00 $115.50 $113.75 
110.00 85.25 91.00 94.25 97.50 
ipeey as’ $7.5:50 Net hs) 1,375 1o/5 Toro Siu 
42.50 em eW he: 49.00 51.00 48.00 
S6:i2o 48.25 46.25 46.25 43.00 
— 4.30 2:15 — 2.15 — 4.30 
S125 21.875 28:25 26.375 26.00 
24.50 18.875 20375 20.50 21.125 


.50 1.95 40 40 A5 45 V0 
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Management 


Beneficial Corporation 


Officers 
Finn M. W. Caspersen 


George R. Evans 


Robert A. Tucker 


Charles W. Bower 


Chairman of the Board and 
Chief Executive Officer 

Member of the Office of 
the President and Vice 
Chairman of the Board 
of Directors 

Member of the Office of 
the President, First Vice 
President and Chief 
Financial Officer 

Senior Vice President and 
Treasurer 


Beneficial Management Corporation 


William A. Gross Senior Vice President 
Kostas Gussis Senior Vice President 
Edgar D. Baumgartner Vice President and 

Tax Counsel 
Kenneth J. Kircher Vice President and Secretary 
Russell W. Willey Vice President and Controller 
Glenn E. Paton Vice President and 

Assistant Secretary 
John R. Doran Vice President and 

Assistant Treasurer 
James H. Gilliam, Jr. Vice President 


Andrew C. Halvorsen Assistant to the Chairman 


Executive Committee 
Richard A. Wagner 


Finn M. W. Caspersen 
George R. Evans 

Gerald L. Holm 

R. Donald Quackenbush 
Robert A. Tucker 
Gordon L. Wadmond 


Beneficial Insurance Group 
R. Donald Quackenbush 


Robert E. Gaegler 
Edward A. Dunbar 


James T. Kearns 
Anthony F. Mita 
Albert G. Morhart, Jr. 
William M. Campbell 
William G. Jarman 
Donald K. Smith 
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President and Chief 
Executive Officer, 
Chairman of the Executive 
Committee 


Chairman of the Board 
Executive Vice President 
Executive Vice President 


Executive Vice President 


Chairman of the 
Board of Directors 
President 
Managing Director, 
Foreign Companies 
Executive Vice President 
Senior Vice President 
Senior Vice President 
Senior Vice President 
Senior Vice President 
Senior Vice President 


Executive Vice President 


David J. Farris Operating 

Senior Vice Presidents 

Richard H. Bate Counsel 

John M. Farrell Community Affairs 
Robert P. Freeman Personnel 

Robert E. Gaegler Insurance 

Robert M. Grohol Operating 

Charles E. Hance Litigation Counsel 

J. Edward Kerwan Data Processing 
Robert Mallock Industry Relations 
Clifford W. Snyder Advertising & Press Relations 
Joseph A. Stubits Operating 

Robert E. Styles Operating 

David B. Ward Government Relations 
William G. Weiss Operating 


First Texas Financial Corporation 


Roger J. Keane Chairman and 

Chief Executive Officer 
J. Michael Cornwall President and 

Chief Operating Officer 


Merchandising Division 
Western Auto Supply Company 


John T. Lundegard Chairman of the Board and 
Chief Executive Officer 

Robert W. McFadden Executive Vice President and 
Chief Operating Officer 

Spiegel, Inc. 

Henry A. Johnson Chairman of the Board and 


Chief Executive Officer 


Classes of Stock 
Common 


5% Cumulative Preferred 


$5.50 Dividend Cumulative 
Convertible Preferred 


$4.50 Dividend 
Cumulative Preferred 


$4.30 Dividend 
Cumulative Preferred 


9.25% Redeemable 
Preferred 


Transfer Agents 


Registrars 


Irving Trust Company, N.Y. 
Wilmington Trust Company 
Wilmington, Del. 


The First National Bank 
of Chicago 


Chemical Bank, N.Y. 
Farmers Bank of the State 
of Delaware 
Wilmington, Del. 
Continental Illinois National 
Bank and Trust Company 
of Chicago 


Irving Trust Company, N.Y. 


Wilmington Trust Company 
Wilmington, Del. 


Morgan Guaranty Trust 


Manufacturers Hanover 
Trust Company, N.Y. 
Farmers Bank of the State 

of Delaware 
Wilmington, Del. 


Citibank, N.A., N.Y. 


Farmers Bank of the State 


The Chase Manhattan Bank, 


Farmers Bank of the State 


Company of New York 
Wilmington Trust Company 

Wilmington, Del. of Delaware 

Wilmington, Del. 

Bradford Trust Company, 

Nove N.A., N.Y. 
Wilmington Trust Company 

Wilmington, Del. of Delaware 


Manufacturers Hanover 
Trust Company, N.Y. 

The First National Bank 
of Chicago 


Wilmington, Del. 


The Chase Manhattan Bank, 
N.A., N.Y. 

Continental Illinois National 
Bank and Trust Company 
of Chicago 


Wilmington Trust Company 
Wilmington, Del. 
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